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How do the Per-Share Earnings Compare? 

What companies show no promise of early recovery? 
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Which companies offer sound profit outlook? 

What lines of business are represented by your stocks? 

What are the Ticker Symbols of 1600 leading stocks? 

What are the High and Low Market Prices for this year 
and last year? 

What is the Funded Debt of each company? 

What is Expert Rating on each stock? 

What is the Par Value on each stock? 

What are the Dividend Rates and Dates, and Record 
Dates? 

What is the present status or outlook? 

Where (on what Exchange) is each stock listed? 














y 
Mail This Money-Saving Coupon Today 


It’s Just Plain Common Sense 


stocks monthly 


Profits depend on knowing the month-to-month outlook for 
the securities in which you are interested. Every investor 
needs the timely information provided monthly in this handy, 
pocket-size book. 


“ADJUSTABLE 
STOCK RATINGS” 


Issued on the 15th of Every Month 


Self-Interpreting — Brief Statistical Reviews and 
Expert Ratings of the more than 1600 stocks on 
the N. Y. Stock Exchange and N. Y. Curb Market. 
Alphabetically arranged — With Ticker Symbols. 


Whether you want to keep up-to-date on securities you contem- 
plate buying, or in checking the present outlook and _ position 
of securities you are now holding, “Adjustable Stock Ratings” 
can be constantly helpful to you. 


Its Ratings are revised monthly to show you the present out 
look for an industry—whether it is in a strong position—if 
prospects hinge on uncertain developments—if it is depressed 
without signs of improvement. “Adjustable Stock Ratings” 
gives you the position of your company in its industry, whether 
excellent, good, fair, or doubtful. 


Its Statistical Data is essential in judging and keeping track 
of the companies in which you are interested, giving earnings, 
price ranges, dividend information, funded debts, shares out- 
standing, and latest available information on _ interim 
earnings. 


Its Comments are changed frequently, to keep you posted on 
new developments likely to affect prices. 


Its Conclusions are based on intensive analyses of the combined 
fundamentals of each security—-plus its technical position and 
future market outlook. 


Its Ticker Symbols will enable you to find securities on any 
ticker, quickly and easily. 


“Adjustable Stock Ratings” used with The Magazine of Wall 
Street, and our Personal Inquiry Department, provides you with 
an economical and excellent investment service that should 
enable you to keep your funds profitably placed in sound issues 
at all times. 


Now, A_ Special Combination Offer brings 


you our Personal Inquiry Service free 


You may only check off ‘Adjustable Stock Ratings’’ on the coupon below. 
But, we urge you to consider the special offers made there. Not only can you 
take advantage of limited-time subscription rates to “Adjustable Stock Ratings” 
and THE MAGAZINE OF WALL STREET, but your subscribing now entitles 
you to as many as three personal opinions at any one time concerning any 
securities about which you desire detailed information. Subscribe now while 
you are offered this money-saving opportunity. 
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STATLER HOTELS PIONEER 


Restaurant Check Room 
Tips Abolished 


Buying a hat is the only installment purchase you never 
complete. You buy it once from the store and a thousand 
times from check room attendants. It may be your hat, but 
it’s their meal ticket. 

But not in a Statler hotel... Not after today! We’ve banned 
gratuities at the check rooms of all our public dining rooms. 
They’re barred — forever! 


For years we’ve been trying to limit hat and coat checking 
expense and annoyance to our patrons. Years ago we posted 
signs declaring diners were not expected to tip. That helped a 
little. Then, for some restaurants, we had chairs constructed 
to hold hats on the rungs. That helped some more. We put 
racks inside certain dining rooms. Many guests availed them- 
selves of these and that too helped. 


But still a large number continued to pay the hat toll charge. 
The custom was annoying to our patrons. We disliked it, too. 
So we decided something conclusive had to be done. Now we've 
done it. The attendants, hereafter, cannot and will not accept 
a tip. 

You'll acclaim and help us with this reform. We know you 
will, because you helped us when we banished the tip-soliciting 
attendants from our wash rooms, and applauded when we 
barred all surcharges at lobby news stands and cigar stands. 


Statler pioneering, Statler leadership is continually blazing 
new trails to greater comfort, finer service, more perfect 
economy in hotel living. You know the Statler record... that 
these hotels were the first to provide a private bath with every 
room, circulating ice water, a morning newspaper under the 
door, free radio reception and a dozen other comforts. 

You know, too, that the friendly, courteous service you have 
always received in these hotels has grown out of a genuine 
desire to make life more pleasant for the guest. This last inno- 
vation, the abolition of the hat check tip at restaurant check 
rooms, is present day proof that our spirit of service marches on. 
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Lots 


Invest your capital as 
it is accumulated each 
month by buying a few 
shares of good stock. 


Odd Lots permit you 
to purchase the stocks 
you want in the quan- 
tity your capital calls 
for. 


And remember, Odd 
Lots give you that mar- 
gin of safety gained by 
diversifying your buy- 
ing. 


The many features of 
Gdd Lot Trading are 
fully explained in our 


booklet M.W. 558 
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With forecasting rules and indications for 1933-34-35 
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180 page book. Prospectus Fre. Price $5.00 
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Fact-Facing Investors 


N underlying change in popular 
A psychology is manifest as 1932 

closes and the new year begins. 
Stability in security markets in the 
face of seasonal business lethargy, the 
uncertainties involved in a session of 
Congress and disturbing international 
debt. developments are indicative of a 
new spirit of hopefulness and confi- 
dence. The bottom in stocks and 
bonds appears to be now more than 
six months behind us. For the first 
time in the depression securities have 
gone through the fourth quarter of the 
year without falling to new’ lows, 
strongly suggesting that an economic 
convalescence has started. It is bound 
to be slow. Too many obstacles remain 
to be overcome in the world at large 
and in our own country to permit any 
rapid recovery. But even a very mod- 
est improvement that rests on a 


sound base will be welcome enough. 
’ As a matter of fact, as far as in- 
vestors are concerned slow gains in 
both business and the market may 
prove a more favorable prospect than 
a sensational return to high levels. 
With confidence that ultimate attain- 
ment of a comfortable normal is in 
sight, they can properly employ the 
slow, early, stages of revival for the 
selective process of new commitments. 
They are in a position to profit by the 
double advantage of a company’s 
record during the most trying times in 
modern history and by the acquisition 
of the securities of their choice at ex- 
ceedingly low prices. They are re- 
lieved of the necessity for undue haste 
in selection, which is naturally one of 
the most dangerous elements in making 
any single investment or formulating 
any investment program. 


The investor in 1933 can, and 
should be, a cautious, fact-finding, fact- 
facing realist. Indeed, adversity is 
fast making a realistic attitude a 
national characteristic, at least tem- 
porarily. Three years ago, as a people, 
we were fed on optimistic propaganda 
and liked it. In 1931 we were dis- 
illusioned. Last year we tore off shams 
and viewed realities. Particularly in 
the latter months, we forsook both silly 
optimism and unfounded pessimism. 
There has been a marked acceleration 
in the deflation of bunk along with 
everything else. 

Nothing could contribute more to a 
sound foundation in the new year. 
Confidence, hope and subsequent ac- 
tion, when founded on realities give 
business a foundation from which it 
can rise. They are a combination 
for a new year of profit and progress. 








the Next Issue 


Solving the Tax Problem—A Big Step Toward Recovery 


By THEoporE M. KNAPPEN 


A sound tax program such as that recommended in this interesting article will not only balance 
the budget but equalize the tax burden and open the way toward business revival What you 
can do to help bring it about.—With this problem solved another great obstacle will have been 
removed and we can proceed to other necessary corrections. 


Foreign Policy From the Investor’s Angle 
By Dr. Max WINKLER 


The problem of investment in many industries is inextricably bound up with the foreign policy 
of the United States. If the present policy on international debts and tariffs is pursued one 
group of companies will be favorably affected and another will have recovery greatly retarded. 
On the other hand, a change in our internation dealings which may come about with the next 
Administration might reverse this situation. Investors in foreign dollar bonds or in the securi- 
ties of domestic corporations will find this unusual discussion of great advantage in planning 


and safeguarding their 1933 investments. 


What Is This Technocracy? 


By Joun C. CrESSWILL 


The Ideal Investment Portfolio 
By Warp GaTEs 
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THIS OFFER GOOD FOR TEN DAYS ONLY ec e e@ 4 
Free With Yearly Magazine Subscriptions 


To Invest Successfully in 1933 
You Must Act on Facts . . . 


To give you immediately the status of the various industries and the 
situation of each individual company as well as an analysis of the eco- 
nomic and business outlook,— 


THE MAGAZINE OF WALL STREET 


Offers Its Tenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style, that saves 


Facts, Graphs and Statistics that you time and yet gives you complete information on every important 


will help you make your 1933 f : 
Business and Investment Plans. industry and security 


Yearly Magazine Subscribers Can Get This Volume Free 


e UR 1933 Manual to be published on March 6, 1933, gives you a complete 
statistical record for the past three years of all the leading companies 

Factual in every important industry in addition to high, low and last prices for 1932. 
The clarity and simplicity with which we present all data and interpretive 
and comment will give you a clear and accurate picture,—not only of the position 
of the individual corporation,—but of the industry of which it is a component 
part. This material will enable you to map out your investment course 
during 1933. It will tell you which securities to discard and which to hold, 

















Interpretive 


e —and enable you to build a sound investment foundation. 


The financial position of all leading companies showing the ratio of assets to liabilities, the net working capital, etc.; 
will be included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 
MARKETS ... DOMESTIC TRADE AND BUSINESS ... 
Analysis of the Stock Market for 1932 with 1933 Out- Analysis of the Business Situation from the standpoint 
look. By the Industrial and Security Experts of The of recent events and prospective trend. 
——Money and Finance. 


Magazine of Wall Street. —Commodities—Including Graphs Indicating Price Trend. 
——Record of Production of Leading Commodities and New Produc- 


——Comparison of earnings of all leading companies for several tion Trend 
t. : 

N y rh gar mn ——Corporation and Government Financing in 1932 and prospect 
——New stings. for 1933. 
——Stock Market Prices 1931-1982, ——New Industries, : 

Over-the-Counter Prices, —Important Issues in new Foreign Financing, 
——Curb Market Prices. SECURITIES ... 
BONDS... ‘. — Earning cee Financial Position. 

Illustrat ith Charts and r 

——Bond Market Prices for 1932. rercune liga Cc Feclorcectag les Steel Shipping 
——Analysis of Bond Market for 1932. — Public Utilities ~—Chemicals ——Coal’ ——Tobacco 
——Bond Financing. ——Food and Packing——Leather —Oil ——Radio and 
— ——Chain Stores —Machinery ——Tires ——Communication 

Unlisted Bends. —Mail Order ——Textiles ——Paper 
——Ourb Bonds, ——Automobiles ——Mining —Sugar 


One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving leading 
companies’ earnings, financial position, etc., over a period of years. Practically every company of importance whether list 
or unlisted is included. The data gives the investor a complete record of the growth or decline of practically every leading 
corporation, which will enable him to determine the real trend of the company’s affairs. 

The Manual of The Magasine of Wall Street will give the latest obtainable official, semi-official, or other authoritative date 
regarding the complete year's operations in all industries, and the principal corporations. It is broader and more comprehensive 
than ever before. 

This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


Mail This Coupon Today 
The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. 
I enclose $7.50. Send me THE MAGAZINE OF WALL STREBT for one year (26 issues), beginning with the next issue, including full 
privileges of your Personal Service Department. It is understood I am to also receive free: 
The Magazine of Wall Street Manual, to be issued March 6, 1933. 


Address 
Publisher’s Note:—If you are already a subscriber, your subscription will be extended from present date of expiration. 
Canadian and Foreign Postage $1.00 Extra. 
(2) For $1.50 additional you will also receive our monthly Adjustable Stock Ratings. 
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The Trend of Events 


— Funeral of War Debts 
— A Surprising “No” 

— Still Too High 

— Less Glory, More Work 


— Improvement Indicated 


— The Market Prospect 


HE Government is right in 
refusing to give France 
any commitment as to 

debts revision negotiations as a condition of belated 

payment of the twenty million dollars due December 

15. We can’t consistently give to France now what 

we denied to her as well as the other debtor nations 

before the installment was due. Britain made un- 
ilateral reservations, which we ignored, and paid. 

France can do no less. 

But regardless of the impasse with France, it ap- 
pears that nothing useful could have been accom- 
plished had the situation been otherwise. Our Presi- 
dent and our President-elect seem to be an impasse of 
their own. No progress can be made in regard to the 
problem of revision of the political debts until after 
March 4. 


FUNERAL OF 
WAR DEBTS 


However, the American public should be warned 
that drastic revision of the debts is the only alternative 
to repudiation. Notwithstanding that she paid her 95 
million dollars on the dot, there is no word of criticism 
in England for France’s decision to default. On the 
contrary the London Economist stoutly defends the 
essence of the French position and would have had 
England pursue the same course. What France did 
on December 15, England intends to do on June 15. 
The war debts are dead except as the debtors may 
elect to give them a bit of life. We are practically 
helpless. Not only do the debtor nations intend to 
pass most of the eleven billions back to the American 
taxpayers, but any moiety of it they may condescend 
to pay in order to save a small area of “face” is to be 
derived from bonds to be floated in the American 
market and paid for by the same taxpayers insofar as 
they are investors. And we venture to say that Eng- 
land will get credit on her portion for the 95 millions. 

The United States is the final victim of the World 
War. 


—, 


A SURPRISING UST when Congress is screw- 
“NO” ing up its courage to include 

a manufacturers sales tax in 
its budget program the report comes from Albany that 
Mr. Roosevelt is opposed to it. We hope the report 
is nothing more than a feeler, although it has more 
of the appearance of a knockout. 
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What this country needs is both drastic economy in 
expenditures and more revenue. It needs a lot of it, 
and its extraction should be as nearly painless as possi- 
ble. Nothing else answers the requirements so well as 
a general sales tax. It’s a consumption tax to be sure, 
but the big consumers are the ones who are presumably 
in the best position to pay taxes. Suitable exemptions 
can take care of those on whom it would be an in- 
tolerable burden. It’s an easy tax because it is auto- 
matic. It is hard to dodge and impossible to cheat. 
As the country is down to the minimum of spending 
it is dependable in calculation. It is certainly more 


fair than special excise taxes, which also have the 


demerit of being avoidable. Any sales tax may operate 


meetings only to get their $20 gold pieces may have 
higher motives after this. We would not be surprised 
if an impressive number of gentlemen who have the 
title of director have been reminded that it is a live, 
dictionary word with a very definite meaning. It is 
doubtless gratifying to vanity to have a long string 
of companies after your name in Who's Who or the 
Directory of Directors. But the notoriety of having 
your name associated with a scandalously defunct com- 
pany which was completely looted, notwithstanding 
your illustrious cognomen, is most embarrassing and 
provocative of some salutary meditations. There are 
many things that this country needs, but one of the 
most conspicuous of them is more directors who direct. 
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to cut down a citizen’s purchases equivalently, but | We have observed a notable increase in this category, ss 
tax money is not entirely without purchasing power. largely due to hard-times retrospection on the part of . If 
Moreover, we are convinced that a sales tax is indis' | directors concerning what might have been if they a 
pensable to a balanced budget—and certainly govern- had paid more attention to the dictionary and less wd . 
ment expenditures in these times, even if at the cost to the title. This spontaneous improvement will be +a on 
of individual purchasing power are better than more accelerated by a few more damage suits and become it 
debt and more deficit. Nothing is so destructive of | a stampede if they are successful. We haven't much : - 
purchasing power, taking it all in all, as a dead broke © sympathy with Congress, but brass-hat directors who a 
government. A general sales tax may divert purchas- sit in their clubs and berate that body should remem- group 
ing power to some extent but a “broke” public treasury ber that they are the Congress of business. Have do- = 
curtails it at the source. It is better to have something nothing directors done any better than do-nothing sid 
with which to pay taxes than to have nothing with congressmen? i. 
which to pay them because there is nothing with ern 
which to purchase. rill 
— IMPROVEMENT LTHOUGH it by no work 
INDICATED means solves the prob- large. 
STILL TOO HE Reconstruction Finance Cor- lem which depression and e 
HIGH poration has announced a uni- _has brought to the railroads of the country, recent mover 
' form reduction of ¥2 of 1 improvement in the trend of net operating income of Re 
per cent in interest rates on its loans, with the excep- the majority of lines is a decidedly hopeful omen. lift in 
tion of those for emergency relief and those for As a result of greatly increased efficiency and reduced seekin 
financing self-liquidating construction. The emergency costs, the roads in recent months have managed to failur 
relief loans are already on a 3 per cent basis. There extract a substantially enlarged proportion of net tures | 
are no fixed rates on loans for self-liquidating proj- operating income out of gross revenues. While there of an 
ects, these being negotiated according to varying in- have been gains in both gross and net revenues since taxes. 
dividual conditions. More than 1 billion dollars of last summer, it is in net that the improvement is strik- quent] 
loans already outstanding will be affected by the reduc’ ing. Thus, on the basis of the first sixty-four Class 1 too se 
tion, the total interest saving being estimated at railroads reporting earnings for the month of Novem- of ex 
between 5 and 6 million dollars a year. There has ber, net income was approximately 8 per cent under tariff 
been considerable Congressional agitation as to the the corresponding figure of a year previously although from 
policies followed by the Reconstruction Corporation, gross revenues showed a decline of approximately 17 We se 
the criticism being that this relief agency has proven per cent. Not a few railroads actually had larger ness it 
inelastic, dilatory and none too generous in getting operating income in November than in the same month and i 
its funds into actual use. It is only fair to point out of 1931, including New York Central, Pennsylvania, cellati 
that its task is a difficult and complicated one. Never’ Chesapeake & Ohio, Central of New Jersey, Lehigh posed 
theless, since it derives its funds from the Treasury Valley, Maine Central, Louisville & Nashville and will p 
at a cost of 3/2 per cent and since its primary func’ Norfolk & Western. It appears highly probable that operat 
tion is one of relief rather than profit, we see no the final reports for December may make a still better Operat 
reason why interest charges on any loans should be relative showing, since the gap between current and well t 
above, say, 4 per cent. A further reduction, there- 1931 car loadings has narrowed. animo 
fore, would appear in order. thoug! 
—_ nomic 
kay THE MARKET UR most recent investment = 
LESS GLORY, HEN stockholders in PROSPECT () advice will be found in the So, 
MORE WORK wrecked —_ corporations discussion of the prospec: s g 
ie begin to sue directors tive trend of the market on page 314. The counsel ha the 
for 35 million dollars or so this business of being a | embodied in this feature should be considered in con- ws 4 
director begins to look like a serious proposition. The nection with all investment suggestions elsewhere in ond | 
all too numerous decorative directors who attend this issue. Saturday, December 31, 1932. phy 
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As I SCC Ff [ —. By Charles Benedict 


Live and Let Live 


N this world crisis it is plain that unless we all hang 

together we shall all hang separately. Yet despite the 

lip service which we all give to this epigram we elect 
separate gallows. 

If some sensible plan for the relief of agriculture is 
proposed it is immediately assailed by all of the special 
interests that might have to assume some of the expense of 
helping the farmer, even though that expense would be 
returned to them manifold. There is apparently little 
popular regard for the fact that the farmers constitute a 
group of 30 million people in our population. Their eco- 
nomic welfare is obviously a vital factor in the pros- 
perity of the whole country. A similar attitude prevails 
toward the relief of other great groups. How can we ex- 
perience enduring recovery with a fifth of the population 
bereft of support through the unemployment of 10 or 11 
million workers? But when it is proposed to spread the 
work which is being done and must be done, numerous 
large employers see menacing bugaboos in the distant future 
and either passively resist or actively campaign against the 
movement. 

Recognition of the advantage to be derived from an up- 
lift in general well being is obscured by short-sighted self- 
seking. This is behind the wrangles in Congress where 
failure to reduce lavish expendi- 
tures continues the financial hazard 
of an unbalanced budget and high 
taxes. Legislation is too fre- 
quently for special advantage and 
too seldom in the common interest 
of everybody. If a_ protective 
tariff is established a howl arises 
from various selfish interests. If 
we seek payment of our indebted- 
ness international financial interests 
and industrialists shout for can- 
cellation. If amendments are pro- 
posed to the anti-trust laws which 
will permit business to function co- 
operatively in an era when co- 
operation is essential to the general 
well being, there is an outburst of 
animosity against the groups even 
though they constitute the eco- 
nomic machine by which we all 
live or perish. 

_ So, we go on thinking and talk- 
ing about taking measures to 
Improve a chaotic situation which 
has us all bogged down, professing 
our devotion to the common weal 
and our willingness to endure any 
crifice that will make for the re- 
covery of prosperity—but when 
aed starts anything we mob 
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plan, for example. On its face it is prepossessing. It 
has the merit of involving no burden on the public 
treasury; it simply provides the machinery whereby there 
would be some equalization of income between city 
and country, an evening up of purchasing power, and 
therefore a stimulus to business in general. It envisages 
a slight tax on the consumers of bread that the producers 
of the wheat may continue to function. Forthwith, the 
millers, fearing that they might not be able to pass on 
all of the tax according to plan, rush in to denounce the 
whole project. The packers, for like reasons, roar with 
indignation, against the application of the plan to hogs. 
Consumers of bread and bacon contended that the 
scheme would be an unendurable tax on the domestic 
larder. 

Nobody studied it calmly and dispassionately. Its enact- 
ment into law is surrounded with political caviling and the 
threat that the farmers, if relieved at all, will get their relief 
through the public treasury and taxation and more debts. 
This is not to say that the allotment plan is meritorious, but 
to emphasize the fact that group selfishness and nearsighted- 
ness prevents judicial consideration of any plan which in- 
cludes an equalization of burdens between different eco- 
nomic groups. The present cent of separate cost eclipses 

the prospective dollar of benefit 
for all. 

Under the theology of the Old 
Testament it would be concluded 
that a stiff-necked generation was 
stubborn in its sins, and that still 
greater measure of divine punish- 
ment must be meted out to it. We 
may scoff at that conception of sin 
and penalty, but I suspect that 
until we as a people have suffered 
still more, we will continue to go 
on looking for selfish solutions of 
the common woe. 

Despite all our lovely senti- 
ments about the brotherhood of 
man and the unity of the nation 
in good times and bad we are 
still possessed of the foolish idea 
that if we cannot save ourselves, 
whilst leaving others to the devil, 
we can at least keep ourselves 
up by indifferently keeping others 
down. 

Is it to be wondered at that we 
are completely baffled in the 
presence of such a simple problem 
in economics as the one before us, 
which is nothing more than 
how to keep  super-abundance 
of everything that men need 
from reducing them to helpless 
poverty? 
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The time is at hand for the beginning of modest seasonal gains 
in business activity which should find early reflection in rising 


security values. 


The political situation continues to foster uncertainty and 
numerous difficulties remain to be overcome. 


Meanwhile the selective character of the market is increasingly 


apparent. 


Stock Market Outlook For 
Early *33 


By A. T. Miter 


RANSACTIONS in the stock market at this writing 
average scarcely a million shares a day and the bulk 
of even this small business represents apparently the 

volatile operations of floor and boardroom guessers. The 
recent movement has been confused, as it usually is at the 
year-end, by a substantial volume of tax-selling also. 
Under the various depressing influences at work, average 
market prices after a moderate mid-December rally have 
again sagged back into the bottom of the trading trough 
within which the fluctuation of most issues has been con- 
fined since October 10. Upon three occasions encouraging 
support has been met at this level throughout a period of 
seasonal decline in business and generally adverse news. 
The fact that the general list for the first time in three 
years of depression survived the fourth-quarter test up 
to the middle of December without breaking to new lows 
suggested the possibility of a significant change in the un- 
derlying pattern of the bear movement and to that extent 
resulted in a tentative improvement in speculative senti- 


ment. 


The Fourth Test 


Instead of proceeding confidently out of this setting to 
a year-end rally, however, the market has turned to a fourth 
test of the October-November-December resistance level. 
As this article is written it has paused inconclusively for 
several sessions around this level. 

The present mood of the speculative fraternity is to 
watch this test with bated breath and to assume that if 
the bottom of the recent trading range is penetrated this 
development will probably be followed by serious decline. 
We see no reason to rely upon so simple a sequence. In 
the main the market has put in the last three months in 
waiting and watching developments, both economic and 
political. Nothing has yet happened to throw much light 
on the prospective trend of securities. Both business and 
politics are in an interlude of transition. The time is at 
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hand for the beginning of modest seasonal gains in in 
dustrial activity but the significance of this movement will 
be obscure at least through February. Moreover, uncer: 
tainties regarding Congressional action on major problems 
cannot possibly be cleared up before the new national 
Administration assumes office next March. 

Under these circumstances there would be considerable 
risk of ascribing undue significance to minor technical 
swings in the stock market. Even if the recent resistance 
level is broken, we continue of the opinion that reaction 
will probably prove of moderate scope and that nothing 
like a general collapse in prices is likely at this time. 


Commitments Assumed 


It will be recalled that in our preceding issue, in dis 
cussing the prospect for a year-end buying range offering 
opportunities for scale-down accummulation of selected 
stocks, we advised our readers not to reach for these issues 
on rallies and cited the possibility that reactionary periods 
might well extend into January, on which possibility sur 
plus buying power should be reserved. 

The recommendations made were not, of course, trading 
recommendations, but recommendations for intermediate 
holdings based on the possibilities of 1933 first quarter 
rally or recovery, the question of longer retention neces 
sarily to be governed by the course of events in coming 
months. It need hardly be said that a mere turn of the 
calendar from December to January can not clear up the 
early prospect. It would be quite natural for prevailing 
uncertainties to restrain the market movement for seve 
weeks. 

As a matter of fact, it has become increasingly meaning: 
less in recent weeks to speak of the market's “trend.” The 
trend of an individual stock or stocks is what concerns 
owner or the potential purchaser. A fairly large number 
of leading stocks, including United States Steel, Americaf 
Tobacco and New York Central, have “broken down,” 
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substantially extending their reaction from the highs of 
last September. Their decline has without doubt involved 
considerable real liquidation. It is the movement of this 


reactionary group—the twenty or more stocks acting worse 
than average—which has carried the general market aver- 
age down in a fourth test of the recent resistance level. 


Increasing Selectivity 


Obviously, however, the average by now would be de- 
cisively at a new low if the movement of these reactionary 
issues could be conclusively accepted as indicating a general 
trend. What has happened is that an equal number of 
stocks, including not a few of the leader type, have per- 
sistently shown an inclination during the last three months 
to break away from reactionary influences. This group on 
the average is now closer to the highs of last September 
than it was in the initial secondary reaction culminating 
on October 10. 

Conditions are not such as to encourage pool operations 
or even in-and-out bullish adventures. The stocks which 
are conspicuously holding up would only do so on a per- 
sistent underlying demand of generally strong character, the 
objective, whether it be the spring or later, being at least 
of more than immediate scope. 

It was with close regard for this characteristic of the 
current market that the twenty stocks which we have 
recommended were selected. Not one has “broken down” 
in the fashion of United States Steel or New York Central. 
Indeed, not.one can have given any conservative purchaser 
cause for worry. 

In view of the fact that five railroad stocks—Norfolk & 
Western, Union Pacific, Atchison, Chesapeake & Ohio and 
Pennsylvania—are included in the recommendations pre- 
viously made, it is worth while at this time to pay some 
heed to the general railroad situation and to the renewed 
pessimism with which many are now regarding it. Specu- 
lative attention has 


_improvement, a series of reorganizations, scaling down 


bonded indebtedness and fixed charges, appears inevitable. 

These possibilities have been substantially discounted in 
the market insofar as various of the smaller roads are con- 
cerned, especially as regards bond prices. It cannot be 
denied, however, that the problem has a serious psychologic- 
al aspect. Any general fear as to the solvency of any 
one of the major systems, whether justified or not, can 
scarcely fail to have a depressing effect upon the general 
market and especially upon rail stocks. 

This element of temporary risk will have to be con- 
sidered in carrying the five rail stocks which we have recom- 
mended. At the same time, however, the outstanding fact 
is that these rails constitute the cream of the list and that 
they have each shown assuring resistance to recent pressure. 
Each is in strong financial and physical position. Each 
has covered fixed charges, with a margin to spare, even 
under the acutely adverse conditions of the last year. Each 
is far remote from any possibility of reorganization. Each 
offers exceptional long-term promise. Under the circum- 
stances it would appear a mistake to give free rein to fear. 
On the contrary, the wiser policy would be to regard the 
possibility of further decline, influenced by psychological 
a as merely enhancing the opportunity for ultimate 
prot. 


The Broader View 


In such a period of weakness as we have recently ex- 
perienced it is perhaps worth while to try to obtain a broad 
perspective on our economic position. It is no secret that 
the level of corporate earning power remains low, that 
various major problems remain to be adjusted and that 
average commodity prices have recently fallen to a new 
low of depression. On the other hand the process of re- 
covery from protracted depression is necessarily slow and 
irregular. Even when substantial aggregate progress shall 

ave been made be- 





been focused on the 
question, of course, 
by recent sharp de- 
cline in New York 
Central common 
shares and by accom- 
panying conjecture as 
to this great system’s 
future in view of its 
substantial 1932 defi- 
cit, its bank loans 
and its inability to 
earn fixed charges un- 
less there occurs a 
relatively early im- 
provement in general 
business and traffic. 
The present plight 
of the railroads is 
nothing new. It has 
been evident for some 
time that the weaker 
toads could not in- 
definitely be “saved” 
by fresh borrowing 
and that the survival 
of not a few of the 
Present capitalizations 
depended upon sub- 
stantial business im- 
Provement during 
1933. Without such 


BERLIN 


OO 


INDEX SCALE 


926 1927 1928 





LONDON 


NEW YORK: 


THE TREND OF 
WoRLD SECURITY MARKETS 


1929 


lated deflationary ad- 
justments will be con- 
tinuing. 

Whatever our 
doubts as to the early 
course of American 
business, some basic 
gains have been made 
and retained. Con- 
sider the changes in 
the past year. A year 
ago we were scared 
stiff, not alone as to 
our own _ industrial 
prospect, but as to 
various calamities in 
Europe — especially 
Germany—and as to 
bank failures, heavy 
exports of gold and 
even the soundness of 
the American dollar. 

Today, in the main, 
we are at least free to 
concentrate our en- 
ergies upon the rem- 
edying of essentially 
domestic problems. 
Under the measures 
taken in both Ger- 

(Please turn 

to page 361) 


JWIS X3dNI 


1930 I93l 








for JANUARY 7, 1933 


315 














Banks Do Not Fail In Other 


Countries 


No Failures in Sorely Pressed England During the 


Depression; None in Canada Subject to Many of the Same 
Influences As We Are; Yet 5,500 Banks Suspended in 
This Country in the Last Four Years— What is Wrong 
With Our System—Is Branch Banking the Answer? 


By THEoporE M. KnNapPren 


ANK failures are an accepted feature of the American 

banking scene. Banks are always failing here. The 

normal rate is about 600 failures a year. The busi- 
ness of bank failing made its record in 1931, when 2,298 
banks failed. The record is somewhat less discouraging 
for 1932 but nevertheless offers no grounds for rejoicing. 

Banks fail because they were born to fail. Failure has 
been the normal culmination of about one bank in three in 
the United State: during the last decade. 

In a broad wav of speaking, banks do not fail in other 
countries. Failures are an unfortunate American distinc- 
tion and monopoly. 

Why should the richest country in the world specialize 
in bank mortality? 


316 


Because it has the most incompetent bankers and the 
most banks that can’t do anything but fail when the fore: 
doomed opportunity arises. 

“In the last four years there have been 5,500 bank 
failures in the United States,” said a high banking authority, 
when I asked him why banks failed, “and 5,500 of them 
were unsound.” 

Despite persistent cross-examining this authority refused 
to admit that there was even one exception. Many of 
them, no doubt, would have continued in ordinary times 
and some of them might have become sound and attained 
to the sort of immortality that attaches to a sound bank. A 
sound bank, it seems, is one that is immune to dissolu’ 
tion. 
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It may lose its identity but its soul is reincarnated in some 
other institution. 

Why do we have so many unsound banks in the United 
States? There are many reasons but one of them—and 
an appalling one—is found in what Acting Comptroller 
of the Currency Awalt calls in his annual report— 

“A competition of laxity existing in the American bank- 
ing system.” 

That is about equivalent to saying: A widespread rivalry 
to fail. 

Forty-eight state banking systems are in competition with 
each other and the National Banking system. 

The Federal Government has been pretty liberal in its 
banking laws, and at times has gone the limit in its endeavor 
to make its charters attractive to bankers without knowl- 
edge of banking and capitalists without capital. But in the 
years of the big boom the state banks had the nationals 
on the run. There was even much worry as to whether 
secession from national to state charters might not leave 
the whole Federal Reserve System high and dry with a 
decimated membership; and most of that owing allegiance 
only to weak state authority. 


Free Banking 


Since 1900 it has been possible to start a national Bank 
with nothing but a handsome seal and $25,000. It was 
possible to launch a state bank with $10,000 in promissory 
notes as capital. Newly arrived adventurers in boom towns 
were wont to flip a coin for a decision as to a venture 
in banking, gambling or a saloon. 

Naturally, if you have banks created under such condi- 
tions of incipient mortality, you are going to have many 
failures. A single, little bank, or even a big bank, standing 
by itself is often doomed to a violent death simply because of 
its isolation, even though it have the best of management 
and the highest standards of business. Why the state banks 
won in the rivalry of charters is seen in the bank mortality 
rate—six to one in favor of the national banks. 

But what about the Federal Reserve System? 
the big smash people used to 
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was a home-made substitute for the single central banks 
of note issue and discount of other countries. 

In place of a single central bank we have twelve banks, 
under the supervision of a central board. These banks are 
bankers’ banks, and they have endowed the country with 
an elastic currency and credit system. They provide their 
member banks with an unfailing source of credit and cur- 
rency so long as they demand or are competent to claim 
them. Thanks to earlier legislation the United States, has 
had a sound monetary system since 1900; since 1914 it 
has had as sound a central banking system as any other 
in the world; but it still has the most curious collection 
of objects called banks now extant. 


Sound Competition Denied 


The banks of a country are not compelled to weakness 
and failure simply because the laws put a premium on lax 
banking. Over a period of years free competition would 
have weeded out the weak banks in existence and applied 
birth control to the unfit to be born. It is true, we 
have had competition, of a kind, aplenty but the 
form of competition that would have led to the survival 
of the best and the elimination of the unfit has been denied 
to us. The strong bank, speaking with a generalizatiori 
that has many minor exceptions, has not been permitted 
tu grow by throwing out branches. The absence of branches 
of big and strong banks has not only compelled the ex: 
istence of small banks but has infallibly destined many 
of them to be weak. As a group, the national banks are 
the strongest, but until 1927 they could not establish 
branches at all, and since then, only in the same city with. 
the bank itself; and then only in cases where state laws 
permit the same privilege to state banks. 

Our devotion to the unit bank custom goes deep into 
the roots of our democracy and our Federal system of gov- 
ernment. Since the days of Alexander Hamilton our people 
have been afraid of “the money power” and big banks. 
Every city, county and state has desired to live its own life. 
That is why the United States after having twice had a 
Bank of the United States, 
gave them both up and re- 





think that that System meant 
an end to weak banks. Really, 
ithad nothing to do with weak 
banks. The Federal Reserve 
System was for strong banks, 
although a lot of weak ones 
got into it, and many strong 
ones stayed out of it. Hence 
the system has been something 
of a disappointment in the 
way it has been used, or not 
used, during the business de- 
Pression to stabilize banking; 
but its business never was to 


ALL SU 


MILLIONS OF DOLLARS 


SUSPENSIONS 


save rotten banks from their TOTAL { EagqMEMBER BANKS 
OANON-MEMBER, *? 


own decomposition. Besides, 
only one-third of the banks of 
the country belong to it.-Many 
of the two-thirds outside the 
pale couldn’t get in if they 
wanted to. If membership 
were made compulsory qualifi- 
cations for admission would be 
made much stiffer and both 
the high death rate and high 
ith rate of weak institutions 
automatically checked. 

What the Federal Reserve 
System gave the United States 
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turned to the unit system— 
and a motley state bank crew 
at that. Between 1837 and 
1863 there were no banks— 
not even unit banks—under 
Federal charter. And until 
1865 any state bank that could 
establish a charge account with 
a printer and engraver could 
issue bank notes. Under the 
stress of the Civil War the 
present system of nationally 
chartered unit banks came into 
existence. Under the same 
stress the state banks were 
taxed out of their right to 
issue bank notes. At one time 
there were three times as many 
national banks as state banks, 
and it looked as if the remain- 
ing third of the local institu- 
tions would retire along with 
the vanishing of the profitable 
business of making money— 
that is, issuing bank notes. But 
the general introduction and 
use of the bank check system 


robbed bank notes of their 
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lure of profit, and excellence in laxity eventually put the 
state systems back in the lead, far in the lead, in point 
of numbers. 


Home Banks for Home People 


The same local and individualistic opposition to far- 
flung national institutions which is now giving chain stores 
something to think about in many states has always been 
the stronghold of unit banking. A home bank for home 
people has been the idea. While a characteristic of these 
local banks has often been that of exploitation of the com- 
munity by a group of reckless or careless men, a more 
prevalent weakness has been the subordination of the in- 
terests of shareholders, of the vital interest of the bank 
itself, to the real or fancied requirements of the community; 
that is, depositors. The bank was disposed to stand by 
the old town even if it died in the breach—which it fre- 
quently did. Home town banking sentiment is still strong, 
and there are plenty of good people who think that a 
normal annual bank mortality rate of 600—or 3 per cent— 
is not too high a price for free and independent banks. 

The essential weakness of a single-unit bank is that 
all its irons are in one fire. Its loans are largely of the 
same kind, on the same sort of collateral; its investments 
are of much the same type and confined at that to a narrow 
region, geographically as well as commercially. It lacks 
diversification, just as its constituency is apt to, especially 
if agricultural. Its customers and depositors all go up and 
down together, in normal as well as in extraordinary times. 
A small bank in a small community just can’t be sound 
unless it suspends all animation, at the first signs of busi- 
ness trouble. Even the big bank in the big city is some- 
times in the same predicament as the little bank in the 
little town. 

Changing conditions and methods of business have 
destroyed the livelihood of thousands of banks. Specializa- 
tion has taken away the many side-lines banks used to 
have. The toll of “exchange” on foreign checks has been 


wiped out by the Federal Reserve’s par cashing innova- 
tion, life insurance and fire insurance have gone by the 
board, collections have fallen away, big local accounts have 
had to go to large cities, small home manufacturing plants 
have grown great and moved to the cities, the post office 
savings system has picked up considerable local cash, de- 


‘posits have slowly drained off, and investments have re 


mained slow if not frozen in the community's best security, 
real estate. 

But even big unit banks have quite a proclivity for 
smashing up. That is partly due to unsound prac: 
tices, also resulting from changing conditions, but often 
from causes that would affect branch bank groups quite 
as much as single units. Banks have strayed away or been 
forced out of conservative banking practices. Swarms of 
affiliated organizations have been built up, the most reck- 
less speculation has been financed, particular interests have 
been unduly favored at great risk and often disaster. 


Congress Ponders Bank Reform 


So, now Congress is wrestling with various proposals 
to reform the national bank system and the Federal Re- 
serve System. It is not strange, considering the two bil- 
lion dollars in the deposits of recently suspended banks, 
that they include proposals for guaranteeing or insuring 
bank deposits. The Glass bill, sponsored by Senator Glass 
of Virginia, who nineteen years ago led the introduction 
of the Federal Reserve System, proposes many reforms. 
It aims at a general improvement, even of restriction, of 
banking practices. The most fundamental one is un 
doubtedly the plan to extend the field of national branch 
banking. But note, that true to the old individualism and 
localism, the national banks may not be permitted national 
scope for their branches. The proposal is to permit national 
banks to establish branches within the states in which they 
are located, provided the state laws do not prohibit state 
banks from branch banking. The state boundary limit 

(Please turn to page 354) 














Branch Banking Viewed as an Inevitable Reform 


By Epmunp Piatt 
(Vice-President of the Marine-Midland Group Bank, New York. 


Recently a Member of the Federal Reserve Board and for many years a Member of Congress) 


We need a more general introduction of branch banking in the United States, for the primary 
reason of safety if nothing else. Countries where branch banks prevail are virtually free from bank 
failures. They are accepted in the United States as being as certain as death and taxes—and we are 
about the only unit banking country in the world. 

Branch banking permits of small banking without the risks inherent in small banks. Thousands 
of American communities have no banking facilities today because no new independent bank will start 
where an old one has died of starvation. There are still thousands of banks too small to join the 
Federal Reserve System. Under present laws they cannot be consolidated and kept open unless located 
in the same municipal limits. Branch banking would provide the means of salvation to those that may 
need it. 

Branch banking facilitates the flow of capital from communities where there is a surplus of it to 
communities that sorely need it. It provides the small community with the same banking facilities 
and excellence of management that large cities enjoy. 

Branch banking provides diversification, the st-ength of one in many. It avoids the irony of the 
present situation when the chief concern of thousands of banks is necessarily not to serve business 
but to keep themselves alive. 

A great extension of branch banking is coming, and coming soon. When it comes, bank failures 
as an accepted evil will disappear. We can have b-anch banking or bank failures. Which do we 


prefer? 
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Currency Inflation, Wholesale Default or Orderly Adjust- 


What Is the Answer to the Riddle of Private Debts, Incurred 
in Terms of Boom-time Dollars and Payable with Pre-war 


Price Recovery or Debt 
Adjustment? 


Early Solution Imperative 


By LaurENCE STERN 


(GP THE way to cure a depression is to sit on the boom.” 

These are the words of the late Paul M. War- 

burg, eminent banker and authority on the 

Federal Reserve System. They express a realistic point 

of view toward which we have been stumbling for three 

years, but which even now we do not by any means com- 
pletely accept. 

As we enter 1933, with its possibilities of adjustment 
and reconstruction, it is time to take stock of our basic 
situation. That we failed to “sit on the boom” is a 
regrettable error, but one about which nothing can be 
done. It is the implacable aftermath of world-wide war 
and post-war inflation that confronts us. The question 
is what, if anything, can be done to expedite the pain- 
ful processes of correction and cure? Have we learned 
anything of practical economic wisdom in three years of 
adversity? Will we grope and evade and compromise 
for another year or will we recognize and meet the issues 
with a new and 


in 1929 have become tremendously more burdensome. 

Now what stands out as we enter the new year is 
that, regardless of the strong effort made by the Govern- 
ment and business during 1932 to check deflation and 
bring about a price rise through expedients of one kind 
or another, commodity prices on the average today 
are at a new low level of depression. The strangling 
effects of maladjustment between different commodity 
groups is more, rather than less, severe. The pressure of 
debts, individual, corporate and public, has grown 
heavier. 

Early last autumn, with visible, if moderate, improve’ 
ment in commodity levels and business activity, it was 
possible to pin a tentative hope on the assurance offered 
by many of our leaders that the remedial measures put 
into effect were beginning to overcome the forces of de- 
pression. It need hardly be said that the resumption of 
decline in commodities challenges this hope. 

The policies of 
our representa- 
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that philosophy, public and 
official, has been a mistaken 
one? If so, it is imperative INDEX NUMBERS OF 
that we make a fresh ap- ti GE 
proach, the first step in which ——— 
is necessarily a__ realistic, 
rather than false, conception 
of the actual nature and 
character of the chief prob- 
lems confronting us. 

In general, we have ad- 
hered to the guiding prin- 
ciple— stubbornly espoused 
by our political leaders—that 
the post-war structure of 
prices and debts was essential- 
ly sound and normal, that 
the depression represented a 
temporary interruption and 
that within a _ reasonable 
space of time commodity 
prices would recover suf- 
ficiently to support our 
general economic _ structure 
at approximately the 1922- 
1929 level. 

Meanwhile, awaiting this 


INDEX SCALE 
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THE RECENT RISE AND FALL OF COMMODITIES 


MAY JUN. 
1952 


Individual and sectional inter. 
ests and opinions are 
varied as to make for ap 
palling confusion of purpos 
and endeavor. 

It is not a question of 
academic economics that con- 
fronts us. The practical 
fact is that we have a very 
definite decision to make. We 
can continue to grope for 
Utopian remedies of one 
kind or another, in which 
event the depression may be 
lengthened and _ deepened 
rather than shortened, or we 
can reverse the fallacious 
conception of our real position 
entertained for the last three 
years, accept the prevailing 
economic facts and_ soberly 
adjust ourselves to them. 

Further adherence to the 
fatuous theory that the 
1922-1929 level of debts and 
prices was normal and that the 
way out of depression is, by 


PRICES - 








recovery, our effort has been 








hook or crook, to drive prices 





to maintain as large a portion 
as possible of inflated debts 
by artificial means. The promise and application of 
“controlled inflation”—as reflected in moderate legislative 
expansion of the currency, amendment of the Federal 
Reserve Act, the operations of the Reconstruction Finance 
Corporation and the expansion of bank reserves brought 
about through purchase by the Reserve System of approxi- 
mately 1 billion dollars’ worth of Government bonds— 
have served to appease or check the usual ill-informed 
agitation for printing press inflation, for altering the gold 
content of the dollar and for bi-metallism, such as has 
invariably been heard in every major depression. 


Possibly the measures which we have 
employed have been of some value in 
preventing matters from becoming worse. 
The question is subject to serious dif- 
ferences of opinion. But one thing is plain and that is 
that the hopes which were placed in “controlled inflation” 
in 1932 have now been modified. Certainly the policies 
thus far pursued have failed to open to us any smooth road 
to quick and easy recovery. 

As a people it is apparent that we are in grave risk 
of directing our criticism not at the policy itself, but at 
its scope and manner of application. Human nature 
being what it is, we are reluctant to recognize and con- 
fess error. \We perhaps concede that the artificial remedies 
heretofore tried have not been adequate, but a large public 
element continues to hope vaguely for other remedies, all 
along the line of artifice or human control. 

Nor is this philosophy confined to America. In Eng- 
land we find Mr. Stanley Baldwin asserting: “One thing 
I am certain of in Great Britain is that we are going to 
see much more in the nature of control than we ever saw 
before the war.” 

It is a hopeful philosophy, but, unfortunately, there 
is nothing in the entire history of the human race to offer 
assurance that any real degree of “controlled economy” 
can be intelligently and effectively applied in a democracy. 
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Has It 
Worked? 


back up to that level can only 
result in a parade of Con- 
gressional nostrums which will frighten sound financial 
opinion and which, instead of achieving a magic cure, will 
only shake confidence and prolong uncertainty. 

There are two alternatives: first, price recovery; second, 
deflation of unpayable debts and adjustment of our entire 
economy to a new price normal. All of the evidence 
indicates that the second way—the painful way of writ 
ing off values that have ceased to exist—will ultimately 
prevail, regardless of how much time we waste in the 
vain search for magic cures. 

Obviously, this opinion rests upon solid historical 
grounds. For the inflation and over-expansion of a boom, 
whether caused by war or otherwise, thorough deflation 
has always been the remedy in this country. What 
could be more fundamentally absurd than attempting to 
cure a credit debauch by attempting to start the patient 
off on a new one? Moreover, we have no basis of scientific 
or proven economic knowledge when we attempt measures 
of control beyond the traditional central banking regula 
tion already in effect. Beyond this almost any conceiv 
able experiment, especially in currency inflation or devalua: 
tion of the gold content of the dollar, is an experiment 
in the dark, an experiment of outcome that no one can 
predict. 


That the 1922-1929 price level was ab 
normally high is so self-evident in com: 
parison with all past price history in this 
country as almost to baffle argument. 
There have only been three relatively brief periods of 
such high prices in more than 150 years and each was 
directly caused by major war. Each such inflation, regard- 
less of temporary interludes of stability or rally and re 
gardless of any and all human opposition, has inexorably 
been followed by years of deflation in which average 
commodity prices returned to pre-war “normality” and 
in which the most seriously maladjusted commodities 
dropped temporarily to sub-normal levels. 
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when the attitude of all property owners is one of ex- 
treme caution—bearing in mind the lessons of so recent 
an inflation—attempts to depreciate money as a means of 
price inflation are very likely merely to intensify the desire 
and demand for gold. 


It is precisely this price pattern that is presented today, 
the painful consequences of inflation and economic dis- 
tortion according so closely with all past economic ex- 
perience as to leave no room for doubt as to the character 
of the readjustment. The deflation of prices in relation 
to the higher level on which so large a portion of our 
debt structure was erected is not temporary. 

This is not to say that the present average level or the 
present exchange relationships of commodities to each 









I inter. 
are 
or ap- 
Ur pose 


ion ’ ‘ 
of Advocates of currency inflation — the 


at con- 
ractical 


a very 
e. We 


other are permanent. A moderate price recovery is con- 
ceivable in various commodities, especially farm products, 
in which selling prices are definitely below average pro- 
ducing costs, the ultimate effect, regardless of artificial 
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printing of additional money backed by 
an unchanged gold base—overlook the 
fact that the vast bulk of our business is 
carried on by means of bank credit rather than cash, cash, 


De a interference, being reduced production and a gradual using _ indeed, accounting normally for less than 10 per cent of 
which @ UP of stored surpluses. commercial transactions. The psychological effects of a 
ray be Under present conditions of supply and demand, exist- currency inflation, therefore, might not improbably reduce 
epened ing surpluses and capacities for production far in excess the supply of bank money by impairing depositor 
or i of those prior to the war, it appears fatuous to suppose confidence. __ vis ds 

lacious fg that in these price factors ‘there is any foundation for ad- Moreover, in the final analysis, it is not so much the 
sition Vance much, if any, above the price level of 1913. Indeed, © supply of money, either currency or bank credit, that in- 
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our vast advance in the scientific and mechanical technique 
of production could hardly fail in the long-run to act as 
a price depressant, since its primary objective is ever-lower 
costs. 


Hence, supply and demand factors do not 
















fluences business, but the velocity of use of money. This 
is determined by the wholly human factor of potential 
profit. Credit has a maximum power only when there 
is a confident demand for it, and it comes into normal 
use only when borrower and lender both have substantial 
confidence that its application will result in profit. Credit 
inflation reaches its normal limit in over-expansion. A 
point comes at which borrowed funds no longer yield 


4 ed indicate the probability of any major ad- sufficient profits to amortize and carry the obligation. 
pete Supply vance in_ prices. Admittedly, there is When that point has been passed credit deflation runs its 
: only another side to the picture. The supply course and confidence can not thrive until capital losses 
Cus of money also affects prices, but economists have never have been accepted and all values are adjusted at a level 
snc agreed as to the exact relative importance of this factor on which lenders and borrowers again can see tangible 
nor can they forecast with sureness the future effect of promise of a profit in renewed credit expansion. ; 
: changes in money supply. The possibility of easing’ the debt burden by reducing 
ail There is only one change in money that has ever the gold content of the dollar can be quickly dismissed. 
onssins commanded universal confidence as a remedy for defla’ Peculiarly enough, American investors traditionally have 
denis tion and that is an increase in the world’s supply of gold. shown a broad streak of caution as to this very point, 
we It is interesting to note that present gold production is having no such blind faith in dollars as the Germans 
stip proceeding at a truly phenomenal rate. Even though this had in “marks” or the French in “francs.” By contractual 
1 inflationary influence is over-balanced at the moment by agreement the vast bulk of governmental and corporate 
other forces, it is certainly conceivable that continuation — bonds, as well as a large portion of outstanding mortgages 
_" of the last year’s rate of gain may ultimately produce a on real estate, are in this country specifically payable in 
were price level on which : trade again will thrive. The dollars of the present gold content. As long as the 
ation apparent commodity price rise thereby caused would, of | Supreme Court exists to uphold our Constitution such con- 
Vhat course, reflect a depreciation in money, due to increasing tracts will be broken only by the voluntary assent of the 
ng to supply. ab creditor or the default of the debtor. In short, this sug- 
stent It need hardly be said that a monetary depreciation due —_gested measure of inflation would fail of its purpose, but 
tific to increasing gold stocks would necessarily command public — would no doubt succeed admirably in creating uncertainty 
prs confidence, but the same thing is not true when artificial and confusion. = » file ee 
gil ‘methods, whatever they may be, are used in an effort to Unintelligent agitation for inflation in this country ptob- 
vere achieve the same end. No exact gold ratio for either money _ ably has been influenced by the European example. 
dus or bank credit can be set down. Our standard is not There is a plain distinction, however, between our 
wae alone gold, but gold plus public confidence. Under one situation and that which in the last decade has forced 
pare set of conditions a 10 per cent gold backing for currency such countries as Germany, France, Italy and Great 


or bank credit may be entirely workable. Under another, 
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WasHINGTON, D. C., December 23, 1932. 
Dear Perry: 

I am afraid you hit very close to popular fancy in 
your wise-crack concerning individual borrowing from 
the R. F.C. Apparently there is a multitude of benighted 

souls who believe that a loan from the public 
till is the way out of all difficulties—un- 
comfortable stock market positions included. 
We seem beset with a get-out-of-debt-by-bor- 
rowing-more complex. 

In any event this high debt and lower price 
situation is terribly explosive. It is hard 
enough to pay debts when prices are high, 
but like scooping up water with a fish net 
when prices are lower than costs of produc- 
tion. Pretty near everything before Con- 

gress, including beer and prohibition re- 

peal, goes back to it; yes, and the foreign 
debt snarl, private and public. 
Washington is full of debtors—and some 
creditors—nagging Congress about debts 
and cheap money. Most of the debt scolds 
are debtors, but now the creditors are 
creeping into town. Mortgage-ridden far- 
mers come in droves to vent their wrath 
on lenders; but sleek bankers, mortgage 
company presidents, insurance execu- 
tives, etc., are oozing dignifiedly but 
gloomily into the Metropolitan Club 
and the Mayflower hotel to “explain the 
situation.” 


It seems that while far- 
mers howl, inarticulate city 
mortgagors are silently sink- 

ing, leaving the 


howling there to 
the mortgagees. 
Their squawks and 
groans are stirring 
the fat boys who 
couldn't hear the 
bellowing of a mil- 
lion home-owners, 
because they have 
been making easy 
money guaranteeing 
these city mortgages. 
Now the guarantees 
are coming home to 
roost in the clamor- 
ous hands of inves- 
tors who want their 
money —and_ there 
is none. As usual, 
it’s “Let the R. F.C. 
do it.” Sad capital- 


& His New 


ists are dulcetly wailing to the R. F. C. directors that 
$100 million will save a situation that is making life miser- 
able for the guarantors of three billions of city mortgages, 
Idea is to form underwriting corporation and stop run on 
guarantors with cash plugs. 

Now, when smug mortgage dealers who never had a 
human sensation before in their lives, are crying to Uncle 
Sam for mercy, and millions of farmers who have never 
had anything but human sensations, are demanding help— 
both of ‘em on account of debts and prices—something 
is going to happen. There’s an inevitable partnership in 
crystallization. 

Looks like the whole mess and melange will go over to 
a special session of Congress, which will be the grandest 
aggregation of howling dervishes of erratic finance that 
has been seen since greenback and free-silver days. Roose: 
velt has his work cut out. 

Here are some of the “reliefs” that are demanded. 
Relief for urban lenders on, and guarantors of, mortgages, 
who say that they will pass it on to borrowers. Federal 
Land Bank bond interest to be cut to 1Y2 percent; can't 
sell such bonds, of course, but Federal Reserve Banks are, 
then, to be required to accept them as collateral for cur- 
rency issues. This means a grand rush to transfer all farm 
mortgages to those land" banks, and also, perhaps, 5 billions 
of farm-mortgage-backed money. With this double bar- 
reled measure farmers and other debtors will get simul- 
taneously great slash in debt burden and (if there’s any 
such thing as inflation left in this deflated world) high 
prices, which would be the same as cheap money... 
Debts reduced and easy money for their liquidation. 

The new farm bloc, determined to dictate legislation, 
is, of course, insisting on domestic allotment or some 
other governmental subsidy racket. The farmers are not 
much interested in production control feature; but chiefly 
in getting cash from Uncle Sam or.city guys. Don't 
care which but want it quick. 

Some people interested still in fatuous ideas of degrad- 
ing the gold dollar, are beginning to smell a rat, which 
rat is that most mortgages and bonds are payable in gold 
dollars of present standard. Reduce the gold content 
of the dollar and the debtor would simply have to get 
more dollars to pay up old debts; no automatic discount. 
But if debtors can cheapen dollars by making them plenti- 
ful, gold value of dollar will not be involved and old debts 
at high prices can be settled with low dollars at high 
price levels. Suppose you double price of potatoes; 
then a bag of potatoes will pay twice as much fixed 
debt. Besides, work of hell or heaven, business would 
boom. 

Now, Perry, just you watch out. I'm telling you. 

Other things I'd like to talk about but haven’t room— 
another result of hard times. Might say, though, that 
this technocracy gibberish has scared Washington stiff. 
My mother tells me people put on shrouds when a comet 
came around in 1882—said it meant end of world, as 
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Washington Journalist 
York Broker 


Mother Shipton predicted in 1660. Important man told 
me yesterday no use planning or worrying—new deal 
would soon wipe out all values as now understood. Never 
be another presidential election, he said. I told him to 
ge Dr. White. “Who's he?” “Superintendent of 
federal hospital for insane here in Washington; best 
alienist in America—and you need a good one.” 

What America needs is a deflation of idiocy and 
martial law for silly talk. Take it from me, Perry, we'll 
have a grander orgy of good times before many years 
than we ever had before—and same old brand. Nothing 
new under the sun, said one Solomon, 3,000 years ago. 
If the beer tide is in when you get this, Hoch! 


Au revoir 


New York, December 29, 1932. 
Dear Don: 


Many thanks for your inflationary letter. 
ing it over several times, I can’t make up my mind whether 
Chandu the Magician or William Z. Foster is the best 
man for the job. 

You know, Don, down here in the Street most of the 
speculators, and most of the members of firms, are a 


bunch of yaps. I defy you to find one out of ten who 
can give an intelligent explanation of the meaning of 
“inflation” other than it has something to do with the 
printing of fiat money. 

For over a year I have been asked on all sides “are 
we going to have inflation?” and then without waiting 
for an answer the inquirer adds: “Of course if we do, 
stocks will go up and bonds will go down.” And that 
reminds me, what has become of the credit inflation 
theory, so plausibly spread by Carl Snyder? He finally 
sold it to the Federal Reserve. During the spring months 
we saw purchases of over a billion bonds by the F.R... . 
and then nothing happened. The boys are finally awaken- 
ing to the fact that a country can have all the credit 
inflation it wants, but unless there is a buying power to 
avail itself of the loose credit, it is decorative, but not 
useful. 

I don’t mind telling you, this was the bluest Christ- 
mas I have ever witnessed in Wall Street, and I have 

en down here man and boy twenty-six years, come 
St. Swithin’s Day. If there was any firm which gave a 

nus, the secret was well kept. We gave everybody 
a $10 bill last year, and only did that at the last minute, 
but this year I think the partners were expecting the 
employees to take up a collection for them. 
_l hope you spent a pleasant Christmas. I spent mine 
in bed with that French mademoiselle LaGrippe. I see 
Jimmy Walker has started his new book, which will be 
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called “Letters I Forgot to Mail.” One of my waggish 
friends came up to visit me in my apartment this morning, 
and casually remarked that Jimmy should be able to make 
so much money out of the literary effort that he will have 
to use a comptometer. Pretty terrible! 

Coming back to the main part of your 
letter, I wonder if you have given any 
thought to the possibility of commodity 
and merchandise shortages this spring? 
One brilliant economist told me last week 
that he had just completed an exhaustive 
survey of the cotton situation, and because 
of the poor quality fertilizer used during 
the past three years, he wouldn’t be sur- 
prised if the cotton crop turned out to be 
as low as 8,000,000 bales. He expects 
from 10 to 12 cents for cotton before next 
summer. More power to him. 

Following along this line of thought, I 
understand the same thing is applicable to 
the Canning trade . . . heavy consump- 
tion, and a new pack only 50% of normal 

. also that the hide and leather statis- 
tical position is getting stronger every day, 
and the least pick-up in shoe manufactur- 
ing should send hides up sharply. Any- 
way, old feller, the spring should show a 
seasonal upturn in business, and maybe 
with expenses cut way down, the first 
quarter earnings of 1933 may show 
some pleasant surprises. 

So, with the banking situation 
as strong as you would want it, 
and the insurance companies just 
about getting back 
on their feet, and 
the Government, 

State, and Muni- 
cipalities, more bud- 
get conscious, and 
the foreign debt 
problem coming 
right out into the 
open, I see no rea- 
son why anyone 
should lose courage 
at this stage. In 
fact, if I kept on 
writing in this vein, 
I could talk myself 
into a raving bull. 

And above all, 
don’t forget your 
own arguments. 

(Please turn to 

page 361) 














Labor Turns Left 


What Organized Labor Meant By Endorsing “Forceful 
Methods” to Secure the ThirtyyHHour Week — Proposed 
Legislation of Vital Concern to Industry and Finance 


By CHEsTER WRIGHT 


Economist, of the American Federation of Labor 








HEN the American 

Federation of Labor 

turns left, that’s 
news. 

And in its recent annual 
convention in Cincinnati it 
turned left. 

The turning was not as 
European movements turn 
leftward, toward a political 
attitude of more aggressive 
and complete hostility to the 
existing state and the exist- 
ing economic order, but if we 
are to accept the term “left” 


ports. 


The recent militant program adopted by 
organized labor has been inadequately recog- 
nized and interpreted in the newspaper re- 
In view of the significance of this 
program’s proposed action and legislation to 
general business, we have thrown open these 
pages for an enlightened discussion by one of 
American Labor’s best known writers. 


That convention adopted a 
declaration of policy—perhaps 
it might better be called a 
declaration of philosophy— 
entitled “Industry’s Manifest 
Duty.” In it the coursing 
tide of economic progress in 
the direction of mechanization 
was pointed out with remark- 
able fidelity to subsequent de- 
velopments. Unflinching hos 
tility toward domination of 
industry by the political state 
was expressed and it was de. 
clared that industry must be 


—Editor. 





governed from within itself. 





as meaning a higher degree of 
opposition to the methods and 
policies of those in control, then the American Federation 
of Labor turned leftward more definitely than it has ever 
done, with the exception of one year. 

It was my good fortune to observe this convention, as 
I have observed some seventeen of its predecessors. The 
facts of it are worth the study of all in America who deem 
it important to know the trend and probabilities of the 
organized labor movement. 

Most of the comment thus far has ranged around Presi- 
dent Green’s two militant addresses, in one of which he 
promised “forceful methods” of righting what labor con- 
siders the paramount wrong of the day—unemployment. 

The fact that the convention proposed to campaign for 
the 6-hour day and the 5-day week has been accepted by 
most commentators, in connection with President Green’s 
“forceful methods” as the sole action of grave importance. 
But that is not the case. And that is not why it is said 
that the American Federation of Labor has turned left- 
ward. Those things—that utterance and that demand— 
are, without doubt, of tremendous importance, but they 
do not stand alone. There is much else. 


Sprouted Ten Years Ago 


I have said this convention turned more sharply than 
any other except one. It is important to note that one, 
for many hold it to have sprouted the thought that flared 
forth in Cincinnati, to have in a way laid the platform 
upon which the demands at Cincinnati were set forth. 
That convention was held in Portland, Ore., some ten years 
ago, the last but one presided over by the late Samuel 
Gompers. 
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“An industrial franchise com- 
parable to the political franchise’ was demanded as 
necessary to the preservation of democracy against en’ 
croachment by the political state on the one hand, or the 
alternative of autocracy in industry. 

Those who have been long enough in positions of labor 
leadership to know whereof they speak say that the Cin 
cinnati program was erected upon that foundation, that 
“extension of democratic practice in industry” called for 
a decade earlier in Portland. 


Fighting Spirit Aroused 


It is important that employers understand labor as labor 
wishes to express itself. It is important that labor's words 
be defined as labor defines them, or else there can be no 
understanding of its declarations and statements. Chemists 
have a language. Railroaders have a language. Sociolo 
gists have a language. Labor has a language. To under 
stand what labor means it is sometimes necessary to under: 
stand the language of labor. So, let the record at Cin 
cinnati come forth for examination as a part of the history 
of the hour, important because of the numbers there rep’ 
resented and because of the possible consequences of the 
acts and utterances there recorded. 

First, there is the “forceful methods” statement and the 
demand for the 30-hour week, composed of five days, each 
having six working hours. 

What are “forceful methods” as labor understands 
them? 

“What do they expect us to do? Sit still?” President 
Green said. And here he goes nearer the heart of his idea 
of “forceful methods.” “They mistake our patience and 
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our self-control; they feel that we have lost courage, but 
we haven't. The fighting spirit is in the labor movement. 
All it needs is to be aroused and we have notified the world 
that it is aroused and we are going to fight (now his own 
interpretation), not with physical violence and force, but 
with our economic strength, for the 6-hour day and the 
j-day week.” 

One more quotation to bring forth President Green’s 
reason. Said he: 

“Industrial management mechanized industry. They 
said, ‘We will do the work with machinery. We will 
produce more. We will displace working men through the 
introduction of machinery and power.’ Very well. That 
you may do, but we say if you are going to do that you 
must adjust the working time so that these men and women 
displaced are given an opportunity to work.” 

And then, to get the full force of his determination into 
the record and to avoid misunderstanding he said, “ . 
so far as I am concerned, I shall arouse the fighting spirit 
of the men of labor.” 

This course, then, he pledged, “until the battle is won.” 
And what is it probably that he meant? He promised 
battle with “our economic strength” and in the language 
of labor “economic strength” can mean only what Samuel 
Gompers used to call “withholding service.” 


The Strike Weapon 


The reason for some measure of specific understanding, 
as far as it can be got out of the record and out of labor’s 
history, is that there has been some evidence of a fear that 
labor has suddenly discovered some 
new method of operation, that it has 
suddenly decided to turn revolution- 
ist and smash things. To boil it 
down, it seems extremely likely that 
“forceful methods” in Cincinnati 
meant what “forceful methods” 
would have meant at any other time 
in the fifty-two years of A. F. of L. 
history and what it has meant on 
many occasions. Actually it could 
only mean the strike weapon, as far 
as industry is concerned. 

The strike has been common to 
the United States for much more 
than these fifty-two years and labor 
does not see why—so some of its 
spokesmen have said—a discussion of 
the use of the strike as a weapon 
should call forth any more expressions 
of shock and alarm now than in other 
years. But of course they know, as 
everyone does, that the shock is be- 
cause the nation is in dire distress. 
But to have said that in Cincinnati 
would have brought forth from almost 
any leader some such reply as this: 

Yes, the nation is in distress. 
Eleven million wage earners are in 
that dire and terrible distress that can 
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to work. There are too many machines doing things 
automatically. We intend to see that something is done 
about it. Nobody else has done anything about it. We 
and the unemployed are a part of this nation that is in 
distress and we want the distress ended.” 

I heard precisely that argument many times during that 
convention, before it and since its adjournment. And the 
thing that written records do not fully convey is that there 
was a spirit that at times came near to being angry. To 
long-time observers it was clear that behind the delegates 
was a great force, pressing them onward to achieve, if 
humanly possible, relief from the conditions that beset the 
millions of unemployed. Miéilitancy was the result. More 
militancy than has been shown in fifteen years—more mil- 
itancy than has been aroused by any need save the heroic 
needs of war. 


A Legislative Program 


But there was something in addition to militancy in 
Cincinnati. And it is this additional something that has 
been so generally overlooked. It is in this additional some- 
thing that labor recorded its turning to the leftward in 
what should be called—if we can use the word for the 
sake of its honest and unspoiled meaning—radical. 

The convention adopted a program calling for national 
legislative action calculated to limit drastically the powers 
of corporations, with a view to limiting the capacity to 
amass both power and wealth. This, particularly in view 
of President Green’s statement that he purposes to have a 
bill drafted for early presentation in Congress containing 

the sharpest of these proposals, ranks 
as a matter of prime importance, to 
industry and finance as well as to 
labor. 

Those generally classified as among 
the intelligentsia seized upon the de- 
mand for unemployment insurance as 
the. outstanding legislative demand, 
but unemployment insurance does 
nothing to change the nature of the 
social and economic structure and it 
does not touch the political structure. 
It joins in with the general program 
only so far as it may help in pro- 
curing what labor hopes will be a 
new distribution of wealth. 

But at the top of its program for 
actual change the Cincinnati conven- 
tion wrote: 

“Federal licenses for corporations 
operating on an interstate scope, with 
specific requirements as to account- 


ing.” 
There were other planks. Let 
them stand together: 
A—The division of work. 
B—National economic planning. 
C—Steeply graduated inheritance 
and income taxes. 
D—Constructive (governmental) 


come only to those out of work and 
without resources. Who knows more 
about distress than these eleven 
millions of our fellow workers? 
Workers cannot give jobs to work- 
ers. Employers must give jobs to 
workers. Many economists say that 
even high prosperity will never put 
more than half the unemployed back 
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“They mistake our patience and self- 
control; they feel we have lost courage, 
but we haven't. The fighting spirit is 
in the labor movement. All it needs is 
to be aroused and we have notified the 
world that it is aroused and we are go- 
ing to fight, not with physical violence 
and force, but with our economic 
strength for the six-hour day and the 
five-day week.” —WILLIAM GREEN. 


control of credit to finance produc- 
tion. 

E—Recognition of the equities of 
workers in the industries in which 
they work. 

F—Federal agency to collect and 
collate data on man-hours and wage- 
earner incomes, and to provide stand- 

(Please turn to page 358) 
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Gauging the Prospect for 
Corporate Profits _ 


The Investor Views the Outlook in Leading 
Industries and Finds Diverse Trends for 
Early °33—Companies in Strongest Position 


By J. C. Ciirrorp 


ward. But for the financial drain of Christmas bills, 

it might be the most opulent time of the year for them. 
Even this January, despite depression, they will receive in 
interest and dividends from all sources perhaps three- 
quarters of a billion dollars and, while this is less than half 
the disbursements made in the years of prosperity, it is 
nevertheless a very handsome sum in the aggregate. 

Some of it will have to be reinvested. Other funds are 
waiting for employment. Yet obviously the success of new 
commitments depends upon the outlook for business as a 
whole and for individual industries. 

So far, there is little enough evidence of fast improve- 
ment. At the same time, the evidence that the low point 
in the depression has been seen is strong. Business depres- 
sions fortunately are self-correcting. That is to say, the 
longer they last, the more powerful are the self-generated 
forces of recovery. Weak units and weak individuals fail. 
Production, while it may appear to be still excessive, is 
steadily cut down. Private debts are reduced either by pay- 
ment or bankruptcy. Throughout all industry there is a 
growing efficiency. 

The speed with which these forces act, however, depends 
upon many factors. In this particular case an ordinary, 
every-day depression has been complicated and intensified 
by outside influences. The innumerable foreign crises, 
which so far as their effects upon ourselves are concerned, 
have been rendered worse by our lack of a far-sighted 
foreign policy. Then there has been unfortunate weak- 
ness in our banking system. When business is booming 
the failure of a few banks in isolated country regions means 
little to the nation as a whole. But when a few failures 
become many failures, involving large resources, and at a 
time of general nervousness, the adverse effects are apt to 
be devastating. 

But these extraneous influences now, so far as one can 
see, have done their worst. 


Jet 8 is the month to which investors look for- 


kind has still to cut its expenditures to suit its re 
ceipts. The country staggers under an over-powering 
burden of debt. Unemployment is subject to only 
slow relief and that not before spring. There still 
remain to be settled the important questions of what to 
A about the farmer and what form shall new taxation 
take. 

Recovery, it would therefore seem, must necessarily be 
slow and irregular. But that the seeds exist is the important 
thing for the investor. These seeds, however, will not 
sprout uniformly. Some will be choked by weeds in the 
form of taxes. Others will te withered by the fierce sun 
of competition. Yet others will be trampled, innocent 
victims of civilization’s enforced march. Let us make a 
more detailed examination. 

Among the basic industries, there are none which are 
not depressed at the present time. Steel ingot production 
for the country as a whole is around 13 per cent of capacity, 
while the average for the whole of last year was not above 
20 per cent. In view of the fact that the industry needs 
around 50 per cent of capacity to make any money at 
all, it is hardly surprising that the deficits last year were 
sufficiently serious to materially weaken even the strongest 
companies. Many were further strained by the payment 
of unearned dividends. The total reduction in steel com 
pany surpluses last year is estimated to be not far from 
$200,000,000. U. S. Steel alone will probably be found 
to have reduced its surplus by well over $100,000,000. 

Nor can it be said that steel’s prospects for the current 
year are over-bright. The spring and early summer will, of 
course, as usual see the peak of automobile production and 
this, coupled with other seasonal requirements, will cer: 
tainly raise production above the extremely low rate of 
activity which currently prevails. Nevertheless, public 
purchasing power has been so severely crushed that there 
is little reason to suppose that the production of automobiles 

this year will be much above last. The 





There are signs of clearing in the 
foreign skies, our banking troubles have 
passed the acute stage; and knowing 
that the self-correcting forces of de- 
pression have been continually active 
for more than three years, there are 
quite obviously valid grounds for be- 
lieving that the low point has been 
seen. Yet, it were foolish to lose sight 
of the much which remains to be done. 


STEEL 


PER CENT 


INGOT PROD. 


prospects of large quantities of steel 
moving to other outlets is equally 
obscure. The railroads probably took 
relatively less steel last year than any 
other major consuming industry and 
there is undoubtedly a deferred de: 
mand from this source. But unfor 
tunately the carriers are so deep in @ 
debt on which they cannot earn 
charges that they are sure to skimp on 








Domestically, government of whatever 





steel until one of two things happens— 
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either trafic and 
revenues improve 
phenomenally, or 
they become com- 
paratively free of 
debt by way of re- 
ceivership. Sub- 
sidized by the Gov- 
ernment, the de- 
mand for structural 
steel will make in all 
probability a rela- 
tively fair showing over the first few months of the new year. 

It is worth noting, however, that the relative importance 
of steel demand has shifted. The three main sources of 
this demand, construction, automobiles and railroads took 
only some 45 per cent of the total output last year, whereas 
in previous years they have always taken between 50 and 
60 per cent. Miscellaneous demand, including pipe and 
tin plate are more important than formerly. Moreover, 
in view of the somewhat dull, near-term prospects in the 
main divisions, it is likely to continue so, and if there is 
anything in the theory that the smaller companies can 
handle small, miscellaneous orders more satisfactorily than 
their larger contemporaries, the preferable opportunity 
would appear to lie in this direction. 

Nevertheless, when it comes to selecting specific steel 
stocks, one is confronted with the undeniable fact that the 
vast majority are selling for more than they are worth on 
the basis of current staggering deficits. 
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office buildings and apartment houses, though public works 
of various kinds have received an impetus from the efforts 
of the Reconstruction Finance Corp. On the other hand, 
residential construction has trended downwards for so long 
and is currently at a level which barely offsets the fire 
loss that, despite the appearance of vacant space brought 
about by “doubling-up” and other aspects of the depres- 
sion, there is a real need for greater activity in this field. 
Whether the new Home Loan Banks or other Governmen- 
tal agencies will be able to touch off the necessary spark is 
not certain. It may be that residential construction over 
the near future will be characterized by stability. Much 
depends on credit conditions. Sooner or later, however, 
accumulated demand will force activity and the patient 
holders of such stocks as American Radiator & Standard 
Sanitary, Johns-Manville and U. S. Gypsum will benefit. 
All three of the companies are strong financially and should 
be able to withstand a further extended period of lean 
times. 

The speculative possibilities of the automobile industry 
are frankly not impressive. Like every other industry: it 
has, of course, been affected by the terrible contraction in 
public purchasing power. The real trouble, however, is fun- 
damental. The automobile in this country has reached eco- 
nomic maturity. Its future is a replacement future, which 
cannot even in good times support present capacity profit- 
ably. Many of the smaller companies will disappear, leaving 
a handful of giants with tremendous resources to fight for 
the business. There is ample evidence of this today. Every 

now and then there is a merger which 





There is no steel common stock of in- 
vestment caliber at the present time. 
But, on the theory that the industry 
must improve with general conditions, 
the purchase in moderate amount of 
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such stocks as Inland Steel, National 
Steel and American Rolling Mill is 
justified in anticipation of a better 
future. 

In discussing the demand for steel, 
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reduces the number in the field and 
who can study the offerings of General 
Motors, Chrysler and Ford without 
being forced to the conclusion that the 
competition is already terrific. 

Yet, this is not to say that the cur- 
rent rate of activity in the automobile 
industry represents the best for which 
we can hope. On the contrary, output 
of. cars and trucks today is consider- 
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mention was made of several other in- 
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ably below what may be considered 





dustries. It does not mean, however, 

that because these others are likely to prove comparatively 
poor customers for steel in the near future, their securities 
will be equally unsatisfactory to a prospective purchaser. 
The railroads will not buy steel freely until their debts, 
in one way or another, become less onerous. Yet, railroad 
trafic is steadily making a better comparative showing with 
last year. The emergency 10 per cent reduction in basic 
wage scales has been renewed for nine months, or until 
October 31, 1933. There is indeed every reason to believe 
that the railroads are entering upon their period of re- 
construction. 

Unfortunately, reconstruction in a number of cases may 
easily mean receivership and even lower quotations than 
those which prevail for the securities of the roads con- 
cerned. Nevertheless, even in those instances where this is 
likely to occur, bonds of the middle strata in capitalization 
might well prove profitable long-term holdings. So far as 
common stocks are concerned, buying might better be con- 
fned to the roads for whom receivership is most unlikely. 
These would include, Atchison, Chesapeake & Ohio, Mis- 
souri-Kansas-Texas, New Haven, Norfolk & Western, 
Northern Pacific, Pennsylvania and Union Pacific. 

Reverting to another important source of demand for 
steel—construction—it will find here that the fundamental 
outlook for the kind of construction which requires large 
quantities of steel is not as good as that for residential 
construction, which requires little steel. Under present 
conditions there is undoubtedly a glut of factories, large 


for JANUARY 7, 1933 


normal replacement needs. As soon as 
the clouds of depression commence to roll away, deferred 
replacement: demand will commence to make itself felt in 
no uncertain terms and this, of course, will be reflected in 
the price of automobile securities. It may be difficult to 
prevent oneself from believing that this activity represents 
a renewal of the automobile boom which lasted from the 
end of the World War until 1929. Such, however, it 
definitely will not be. But should one wish to make the 
attempt of profiting from the temporary spurt the pur- 
chase of General Motors would appear to minimize the 
obvious risks. ‘ 

Moving from steel, and the principal industries with 
which it is more or less affiliated, to non-ferrous metals, 
the scene changes to drabness almost unrelieved. From the 
investor's standpoint the outlook for copper is most. un- 
satisfactory. With the advent of African copper the whole 
complexion of the 
industry has been 
changed. American 
controlled copper is 
no longer the domi- 
nant factor. Under 
the influence of 
mountainous _ stocks 
and the lowest 
prices in history it 
is being slowly but 
surely strangled to 





FREIGHT CAR LOADINGS 


THOUSANDS OF CARS 














death—at least so far as world markets are concerned. 
Given a reasonable rate of production activity, African 
copper can be sold profitably at current prices, whereas 
every pound of American Copper represents a loss. What 
little hope there is in the situation, is to be found in the 
fact that the United States is the 


economic maturity. There is still much electrification ty 
be done both residentially and industrially and the demand 
for electric appliances of every sort continues to grow, 
Earnings will again sweep upwards with general improve. 
ment, scaling new heights. 

On the other hand, if the prospect 





largest consuming nation and that by 
taxing the consumer by means of a 
tariff sufficiently vigorously the home 
market could be reserved for the 
home producer. This, however, with- 
out special. arrangements, does not 
solve the problem of American-con- 
trolled South American producers 
such as Cerro de Pasco and Chile 
Copper. Unless they received special 
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for the electric utilities is inherently 
bright, the investor is confronted with 
a capitalization and a public state of 
mind which is inherently dangerous, 
Capitalizations in the industry are in- 
variably such that a company’s com- 
mon stock is subject to more or less 
heavy leverage. In this way much of 
the basic stability of the industry is 
lost to the stock purchaser. The 
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danger from the public state of mind 





treatment these companies would stand 
absolutely unprotected against the 
full blast of African competition for world markets. 

The outlook for other non-ferrous metals, lead, zinc, 


silver and nickel is better than that for copper, though by 


no means brilliant. There is, however, so relatively little 
security interest in these other metals that further discus- 
sion is unwarranted at the present time. 

The generally favorable outlook for the oil industry has 
been complicated somewhat of late by certain untoward 
developments. It will be remembered that the chaotic con- 
dition of the industry in 1931 and the beginning of 1932 
was cleared up satisfactorily and that the industry entered 
the summer with the utmost hopefulness. The greatest 
optimism was justified for several months and there was 
barely an important company which failed to make money. 
As the season of greatest consumption passed, however, 
and with the intensification of the depression, there was 
a material falling off in gasoline consumption—the most 
important single division. Taking into consideration the 
great percentage decline in gasoline exports, the aggregate 
demand for this product in 1932 is estimated to have been 
about 12 per cent less than in 1931. 

As a consequence of the decline in demand it became 
harder to control the operations of crude producers and 
refineries. Sporadic price cutting broke out anew and the 
industry was considerably less profitable in the last quarter 
of the year than might have been previously estimated. 
Nevertheless, progress last year in the form of court deci- 
sions, legislative action and inter-industry co-operation was 
such that there seems no danger of the industry sinking 
to its old depths, and with the advent of warmer weather 
there undoubtedly will be at least a seasonal increase in 
demand. This, as always, will do much to take up the 
slack which inevitably develops during the winter months. 

In view of the much firmer base on which the oil indus- 
try now rests, it would seem that this 


is to be seen in the fact that every 
scatter-brained, short-sighted plan to damage the utilities 
by legislation receives much popular support. The best 
investment prospects probably lie in the sound operating, 
or semi-operating, companies which have the least to fear 
from a further slump in business and are least menaced by 
unhappy regulation. 

The chemical industry is an important field of endeavor 
which has not yet been touched upon. It is so diverse, 
however, that it is difficult to generalize. Nevertheless, 
it may be said that improvement in business, no matter 
where it obtains, will be reflected in this industry. This 
is a fundamentally attractive situation which is further 
enhanced by reason of the fact that many of the important 
chemical companies manufacture specialities, which are 
productive of a stable income and should assure their ulti- 
mate survival regardless of the course of business in the 
meantime. Such companies as duPont and Union Carbide 
fall into this category. 

An examination of the light industries reveals a broad 
field where the risks taken by an investor may be reduced 
to a minimum. For example, many chain stores will con- 
tinue undoubtedly to show very fair profits. There are 
certain manufacturers of trade-marked food products which 
should do equally well. There is, however, almost no 
chance of a large speculative profit in this field. Should 
general business boom earnings will improve but moderately. 

On the other hand, there are other industries which may 
be classified as “light” which offer the investor less. Despite 
the possibility of improvement in clothing, leather and cer: 
tain foods such as the packers, there is little enough here 
to attract the security purchaser. The outlook for tobacco 
manufacturers is indeterminate. They have demon: 
strated that they are no longer “depression proof.” Yet, 
at the same time an increase in public purchasing power 

would remove the fundamental cause 





were a Satisfactory medium through 
which to participate in any general im- 
provement of business conditions. 
There are many companies from which 
a selection can be made, though it 
might be well to confine purchases to 
the large, financially strong units, such 
as Standard Oil (New Jersey), Stand- 
ard Oil of California, Socony-Vacuum, 
and Atlantic Refining. In this way 


HUNDRED MILLION KWH, 


ELEC. POWER PROD. 


of their trouble and their securities 
would again prove, in all likelihood 
extremely profitable holdings. This is 
a division of industry in which further 
developments should be __ patiently 
awaited. 

On the whole, while it has been 
sketched but roughly, it may be said 
that the picture presented by industry 
at the present time is far less shapeless 








the most disastrous consequences of 
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than comparatively recent canvasses. 





having made a mistake will be avoided. 

The outlook for the electric public utilities, as an in- 
dustry, is good. Consumption of electrical energy, of 
course, has slumped. Yet, few indeed are the industries 
that can point to so small a decline. Moreover, in contrast 
to many others, this is a business which has not reached 
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While really bright spots are still few 
and far between, a number of pitfalls are well-marked in 
black. They can be avoided. Should their coloring after’ 
wards prove to have been over-shaded, nothing has been 
lost, for necessarily there must be ample warning of @ 
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High Grade Bonds in Demand 


Speculative Issues Reflect Uncertainty—Reorgan- 
izations Already Discounted in Several Cases 


By J. 8. WitiiaMs 


ENTATIVE evidence of a stronger tone in the bond 
market in early December has given way at this writ- 
ing to renewed softness and to moderate extension 

of the average decline from the highs of last August. This 
change is due almost entirely to a rather sudden renewal 
of liquidation in the more speculative rail bonds and to an 
apparently belated pessimism as to the 1933 prospect for 
some of the weaker carriers. 

While various speculative rails have fallen to prices 
within close distance to the low levels of last May and a 
few have established new depression lows, high grade bonds, 
including the limited number of rails which can be so 
dassified, have continued to meet with a firm demand. Such 
nils as Atchison general 4s, Chesapeake & Ohio general 
44s, Pennsylvania consolidated 4Y2s of 1960 and Union 
Pacific first 4s remain within a point or so of the year's 
top prices. 

Perhaps reflecting seasonal decline in business activity 
and the continued low ebb of corporate earning power, 
domestic industrial bonds have followed secondary rails in 
reaction, although to a much more 
moderate extent. Sustained by rou- 


confidence in prospective political developments which bear 
upon Federal fiscal problems and likewise in some degree 
upon the general economic outlook. Congress has made 
no appreciable progress toward balancing the budget. Vari- 
ous preliminary indications of agitation for inflation of one 
kind or another are appearing. Yet the bond market's 
doubts apparently relate almost solely to the business 
prospects. 

There can be no doubt of the seriousness of the situation 
confronting the weaker railroads. Probably not more than 
one-fourth of the railroads in the country earned fixed 
charges during 1932 and approximately half of the roads 
undoubtedly earned less than 50% of required charges. 
Obviously, we have here a situation which cannot go on 
indefinitely. The temporary remedy of Reconstruction 
Finance Corporation loans is no cure. Within 1933 it is 
necessary to experience a substantial degree of recovery 
in railway trafic and earnings. Otherwise, the alternative 
for some roads is reorganization, voluntary or forced, and 
the reduction of bonded debt and fixed charges. 

Nevertheless, it would be easy to 
paint the picture blacker than the 





tine institutional buying, public 
utility issues, especially underlying 
bonds of the larger operating com- 
panies, continue to hold firm at vir- 
tually the year’s highest level. Many 
such bonds, indeed, have established 
new highs. 

Similarly, several of the United 
States Government obligations have 
climbed to new highs, this group 
continuing to absorb excess banking 
funds in the absence of opportunities 
for safe and more profitable invest- 
ment. The firmness of these and 
other gilt-edged bonds and the con- 
trast of weakness in not a few rails 
and industrials can only be viewed 
with mixed feelings. It is clear that 
capital remains exceedingly timid 
and cautious. It is clear that the 
lesser bonds have not yet been able 
to shake off very genuine fears as 
to the 1933 course of business earn- 
ings and as to possible capital re- 
organizations. 

On the other hand, the favorable 
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facts justify. It is true that the 
earnings: reports of most roads for 
the entire year 1932 make a sad 
showing, but this loses sight of the 
fact that there has been a remark- 
able improvement in the last several 
months, not a few roads showing 
larger earnings in the closing weeks 
of the year than in the correspond- 
ing period of 1931, despite substan- 
tially reduced gross revenues. This 
ability to translate unsatisfactory 
gross revenues into larger earnings, 
by means of reduced costs, puts a 
more hopeful light on the possibili- 
ties of the new year, at least to the 
extent that even a moderate gain in 
traffic and general business may im- 
portantly alter the picture. 

As to this, the first three months 
of the year should go far toward 
telling the story. If this period does 
not usher in an upward trend in 
trafic it would appear that later 
months very likely will see some rail- 
road reorganizations. The unfor- 











action of gilt-edged bonds can only 


1932 


tunate aspects of such a .develop- 
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HE MAGAZINE OF WALL STREET'S Bond Ap- _ relative merit of each is clearly indicated. For those, 
praisals of active and important bonds is pre- however, who desire to employ their funds in fixed- 
sented in two parts. The sections alternate with  income-bearing securities, we have “starred” those 
appropriate alterations and additions, so that holders © which appear to us currently the most desirable on an = 
and prospective buyers of bonds may be constantly in- investment basis. Generally, commitments should be 
formed as to the effect of developments in the largest | assumed in accordance with the discussion on the pre- Ba 
number of issues. vious page. . 
It is naturally understood that all the issues mem- Inquiries concerning bonds should be directed to our 
tioned do not constitute recommendations, although the, Personal Service Department. De 
Du 
Ge 
. _& 
Railroads : 
Je 
Total Amount Fixed Charges xLo 
funded of =, times earned} Price = 
Company debt — ————., Yield to COMMENT Ne 
(mil’ns) (uil'as) 1930 1931 Callt Recent Maturity “ie 
Central R, R, of N. J, Gen. 5s, 1987........ 65 44 1.5 1.0 NC 92 5.5 Represents — proportion total debt. . 
Better grade. 
ae Burlington & Quincy he 
Ee i PE Sink pth hws cave n's béanseee 220 93 3.3 2.4 NC 88 4.8 Strong railroad investment bond. 
io & net, ~ i f S eee 220 70 3.3 2.4 107% °42* 82 6.2 Subject to the Gen. 4s and the IIl, division — 
. bonds, Reasonably high grade, * 
*C. B. & Q, Mlinois Div, 8%s, 1949....... - 220 @ 38 24 105 88 4.6 Prior in lien to Gen. 4s—Highest class of 
railroad investment. _* 
Chicago & North Western Rly, Co. me 
OE EE acateieesassGacenessceWor 346 141 1.5 6 NC 45 11,1 Position weakened by failure to earn | 
charges and great size of issue. 
oe a eee 346 48 1.6 6 NC 14 bis Junior to Gen, mtge. bonds. jit 

BO-yr. conv. 4568, 1949 ....cccccccccccee 346 72 1.5 6 105 ’34* 10 re Unsecured by mtge. Speculative. Pe 

BOE, B00, GAGS, BOOS oo. osccescccsseses 346 15 1.5 6 NC 49 on Secured $18 mil, Gen, 5s. Sh 

Mill., Sparta & N. W. Ast 4s, '47........ 346 15 1.5 6 Nc 40 13.8 { High rate per mile and lower earnings 

St. Louis, AY eS ae 10 1.5 d NC $1 0 l. adversely affect these issues. | ‘Bor 
Colorado & Southern | : 

Ref. & Ext. (now Ist) 4%s, 5.1.85...... 58 28 1.5 1.2 101 72 Recent exceptional conditions have weak- 

ened this once strong issue. Ste 
es OR SUG BOND ann sccicdvccesenses 58 20 1.5 1,2 110* 49 9.3 Junior to Ref. & Ext, bonds. Te 

Fort Worth & Denver City Ist 5%s, ’61.. 9 8 2.3 2.2 105 '35* 90 6.2 Outstanding low rate. Better grade. Te 
Illinois Central R, RB, We 

BOB G8, BOOS once ccecccescccsceccscces -. 9862 13 «15 8 nc vid 6.1 Hard to see how this issue could be dis- _We 

turbed, regardless of future. } ae 

EN ica bemhe ce eyes sebecentos 362 62 1.5 8 107% 51 9.3 No longer true investment caliber. 

je eee - 862 15 1.5 8 NC 55 9.0 Secured by bonds feeder roads. 

25-Zr, Boo. Oi6s, ROSS... .0..cccccccscee - 862 1.5 8 NC 66 a Somewhat stronger than Ref, 4s, ’55. j 

4% Leased L. Stck, Cert............... . 862 10 1.5 8 Nc ie Not strong. } == 

Ps EE OOD cise eraectascneassneses 362 35 1.5 8 102% '36* 32 15.0 Unsecured—Speculative. | 

oy Ee ree . 862 20 1.5 8 100% ’33* 85 5 Unsecured—Speculative. . An 

St, Louis Div, & Ter. 3%s, ’51.......... 362 18 1.5 8 NC 58 7.9 Fair security only. Ca! 

Purchased Lines Ist $%s, 1952 ........ . 862 12 1.5 NC 54 8.4 Rank ahead of Ref, 4s, 1955. 

Louisville Div. & Ter. Ist $3%s, ’68...... 362 23 1.5 8 NC 61 7.2 Medium grade. Ge 

. ny L. & N, 0. Joint Ist =, oa 5s, “Go 

Desh sdanhakePhacdbathaneae a --- 862 69 1.5 8 110 37 13.9 Now almost speculative. 1 

1 7 O. & Texas Coll. Tr. 4s, "EB. ccss0 362 23 1.5 8 NC 42 11.4 Entitled only fair rating. ] 
Kansas City Southern Rly. “Int 

DE ED win eicG cos ons 5sc0y00a000 52 30 1.5 11 Nc 59 7.2 Reasonably well-secured issue, 

Ref. & Imp. 5s, 1950 .............00. -. 52 21 1.5 1.1 105 43 18.8 Junior to Ist 3s. Na 

Texarkana & F. 8. Ist 5%s, '50......... 10 10 1.1 1.0 107% 55 12.7 Now borders upon the speculative. Re; 
Louisville & Nashville She 

I wvewsescscceveneescoece 231 70 1.6 1.1 NC 82 7.3 Fairly strong issue. She 
lst & Ref. “OC” the, EE PE 231 58 1.6 11 105 ’39 54 8.3 Prior liens total $149 million, : 

L. & N. Atlanta, eso. C. Div. 4s, 1955. 231 25 1.6 1.1 NC 72 6.4 Lies between unif, 4s & Ist & Ref. issues. th 
Norfolk & Western 1 
Srist Cons. 45, 1906... 2... .cccrccscccccccs 91 41 7.1 5.4 Nc 98 4.0 Exceedingly high grade investment. § 

Div. Ist & Gen. 4s, 1944 ............00 91 8 7.1 5.4 105 98 4.2 Subject to prior liens totaling $51 million, 

but still strong issue. ‘ 
Texas & Pacific 

EE eee eee 85 25 1.9 1.5 NC 84 6.0 Better grade. Sw 

Gan, B Bal, “OH? Ba, BVO: ..0:0000000005 85 49 1.9 1.5 105 ’39* 43 11.7 Junior to Ist Con. 5s. x1 
Union Pacific Railroad Co, 5 
wist R. BR. & L. G. 4s, 1947.........-6... 358 100 3.5 2.7 NC 98 4.2 Highest grade. = 

Ist Lien & Ref. 4s, 2008 ............... 358 3.5 2.7 107% 85 4.7 Junior to the Ist R. R. & L, G. 4s, but 

still strong. 

W-yoar 445, 1967 ..........cceeeceeeee 358 27 3.5 2.7 102%* 86 5.4 § Unsecured by mortgage, but protected by 

ek SL Rr rere 358 20 3.5 2.7 100 ’33 82 5.1 ) restrictive provisions in indenture. 
% Oregon Short Line Ist 5s, 1946.......... 858 29 3.5 2.7 Nc 102 4.8 High grade, 

Oregon-Washington R. R. & Navig. Ist Thr 

eM Wis BIOL 6s cass carveurcse ances 78 55 5 2 105 82 «5.2 Guaranteed Union Pacific R. R. Alli 

Oregon R. R. & Navig. Cons. 4s, 1946.... 178 23 5 2 NC 91 4.9 Prior in lien to issue above. Atl 

Poo *Chi: 

Ger 

e “qe 7 Gul 

Public Utilities fu 

Am. Gas & Electric Deb. 5s, 2028........ 197 60 634 ©6=—8.8 106* 86 5.8 Among the better holding co. investments. Mic 
Am. Tel. & Tel xNev 
2 Oe ee reo 449 67 6.1 6.4 105 106 4.4 High grade investment. xPac 
NS reer rer ore - 49 120 6.1 6.4 110* 105 4.7 Unsecured by mtge., but well protected by V's 
earning power. = 

Central Power & Light Ist 5s, '56......... 36 3 23 2.0 104%,* 64 8.6 Steady decline in coverage for fixed charges. interes 
Second grade. and u 

Columbia Gas & Electric Deb, 5s, 1961..... 162 1038 3.9 2.9 105* 84 6.2 Position improved, but still medium — at the 
a 
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Se, 
ed Public Utilities (Continued 
ws ubDlic Utilities (Continue 
an Total Amount Fixed Charges 
be funded of this times earnedt Price ; 
Company debt issue 9 ——-+—, —————7 Yield to COMMENT 
re- (mil’ns) (mil’ns) 1930 1931 Callt Recent Maturity 
Consumers Power 
ey 8) A PPR eee 92 83 4.5 3.7 105 105 3.2 Prior in lien to Ist & Unif. issues, 
ur ist & Wie, S568; WOO sv iiciaccecesee 92 67 4.5 3.7 105* 103 4.3 Com’nw’lth & South. control, High grade. 
Strong bond under influence legal trouble 
Detroit City Gas Ist ‘‘B’’ 5s, 1950........ $1 $1 2.8 2.6 105* 89 6.0 with city. 
, Duquesne Light Ist ‘‘A’’ 4%s, 1967 70 70 6.8 5.4 104%4* 104 4.3 High grade investment, 
Georgia Power Ist & Ref, 5s, 1967.. oe | 98 2.7 2.2 105* 84 6.1 Reasonably good bond. 
Gulf States Utilities Ist & Ref. ‘‘A”’ bs, 66 = 21 21 2.5 2.2 105* 72 7.6 Recent earnings off. Medium grade. 
Illinois Bell Telephone Ist & Ref, 5s, 1956. 58 49 4.0 49 105* 106 4.6 Exceedingly strong issue. 
Jersey Central Pwr. & Lt, lst & Ref, (now 
Dek): *SP* Ge, De nob asc eiesecsectan 42 42 3.0 2.8 105 ’37* 92 5.0 Reasonably strong investment. 
Louisville Gas & El, Ist & Ref. ‘‘A’’ 5s, 52 31 27 3.3 3.3 110* 104 4.7 Good investment caliber. 
Metropol’n Edison Ist & Ref. ‘‘D’’ 4%s, 68 41 40 3.3 2.5 107%* 84 5.5 Fixed charges covered by good margin. 
Nebraska Power Ist 4%s, 1981 ...... nodes ae 17 3.4 3.4 107% ’36* 100 4.5 Interest well covered. Better grade. 
debt New Orleans Public Service 
ebt. Sat Geet, me” Oy. AOEO a ic ko scbscsaces . 30 1.4 1.4 104* 57 9.8 Medium grade. Recent strike adverse factor. 
scien OR, See ED son 0 ens basacsacesneses ait i ae 12 1.4 1.4 105 56 ‘ne Junior to issue above and prior liens thereto. 
New York Edison 
‘isto Ist Lien & Ref. ‘‘B’’ 5s, 1944......... 123 85 6.9 6.8 105* 107 4.2 Strong investment issue, 
‘ EN. ¥. Gas, El. Lt. Ht. & Pwr. P.M. 
ss of 06; DO ccikksntnas <Kavee ci nveseas exe 36 21 6.9 6.8 NC 102 3.8 Gilt-edged. 
*N. Y. Gas, El. Lt., Ht. & Pwr. Ist 5s, 48 36 21 6.9 6.8 NC 110 4.1 Gilt-edged. 
Northern States Power Co. — ) 
earn Set Tee; MR” OG, BO as cs. cacecisess 100 79 2.7 2.9 105* 102 4.7 Sound issue. 
| Ref, 4%s, 1961 .......... haigheniueneaats 100 45 2.7 2.9 105* 94 4.9 Pledge of lst & Ref. bonds give this issue 
identical security. 
Pen-sylvania Pwr, & Lt, Ist 4%s, 1981.. 182 121 2.7 2.6 105* 93 4.9 Reasonably strong investment issue, 
Shawinigan Water & Pr. Ist & Coll, “gr 
nings j 44s, 1067 ... 2.000 bah aa seas esaehae 90 84 2.7 2.0 103* 57 8.4 Earnings sharply lower. Medium grade, 
ue | Southern California Gas Co. 
Cee” A eC Ue 27 13 3.1 2.9 102% 101 5.4 Better grade investment. 
veak- Ist Mtge. & Ref. 4%s, 1961........ <v< cae 23 3,1 2.9 105* 92 5.0 Ranks but slightly under 5%s, '52. 
Standard Pr. & Lt. Deb, 6s, 1957.......... 491 24 1.6 1.5 105* 46 13.8 Assumed Std. Gas. Thin equity. 
Tennessee El, Pwr. Ist & Ref, ‘‘A’’ 6s, °47 46 35 a7 2.4 105* 95 6.6 Better grade. 
Texas El, Service Ist 5s, 1960............ 34 34 2.1 2.3 105* 85 6,1 Reasonably strong holding. 
West Texas Utilities Ist 5s, 1957......... 25 25 2.4 1.6 103* 48 11,8 Earnings off. Borders on speculative. 
dis- Western United G. & E, 1st ‘‘A’’ Bis, 1955 26 24 2.4 2.4 105* 82 7.1 Medium grade, 
<= 
Real caliber difficult to ascertain. Probably 
Am. I. G. Chem, Gtd. Conv. Deb, 5%s, '49 30 30 2.4 2.1 110* 13 8.6 reasonably secure. 
California Packing Conv, Deb. 5s, 1940.... 15 15 1.2 def 104* 63 13.3 Semi-speculative. This year should be better 
than last, 
General Steel Castings Ist ‘‘A’’ 544s, 1949.. 18 18 1.5 def 1074%4* 56 11.6 Business bard hit. Semi-speculative. 
Goodrich (B. F.) R 
BOR DIR, FE SoS dtrncndsaes: hed adgece 47 20 def def 107 18 9.3 Lack of earning power disquieting. 
nen: 15-yr. conv. deb. 6s, 1945 .....-......... 47 27 def def 10614* 45 7 Tunior to 1st 6} 
Int. Merc, Marine Ist & Coll. Tr. 6s, 1941. 17 17 uy 2 110 40 ip ae Industry’s condition unsatis- 
act 
National Steel Corp. Ist Coll. 5s, 1956...... 43 40 11.4 3.1 105* 16 y Industry hard hit—Medium grade. 
— Remington Rand Deb. ‘‘A’’ 54s, 1947..... 21 20 5.7 2.1 104* 45 15.0 Speculative, though co. strong financially. 
Shell Union Oil Deb. 5s, 1949 ............. 90 90 2 def 103* 81 7.0 Now medium grade only. 
Shell Pipe Line Deb. 5s, 1952 ............. 27 aw 2 6 102% * 81 6.8 Shell ggg guarantees. Charges well 
covered, 
aa Sinclair Consol. Oil (Now Consol. Oil) 
Ist Lien Coll, 7s, 1987..........+.++.-+. 62 62 42 def 102* 98 7.6 Secured pledge subsidiary stocks, 
li Sinclair Crude Oil Pur. (now Stanolind 
— Crude Oil Pur.) 10-yr, 5%, 1938....... 23 23 9 def ved ie ae Called for payment 101% 1.16.33, 
icin Sinclair Pipe Line (now Stanolind Pipe 
Line) 20-yr. 58, 19423............. rT eeey 18 5.3 5.1 103 103 4.6 Sound issue. 
Swift & Co. 
ies er ens erent Ps 55 22 3.8 3.5 102% 102 4.8 Well secured. 
5% Notes, 1940 ............ or eerer re | 30 3.3 3.5 102* 94 5.9 Medium grade industrial bond. 
but 
by Short Term Issues 
ae Due 
date 
Allis-Chalmers Deb. 5s .............+++05. 5.1.37 14 5.4 2.5 102* 16 12,1 Current lack of earning power somewhat 
° disquieting. 
— Atlantic Refining Deb. 5s...............-- 7.1.87 14 4.6 1.6 NC 101 4.7 Reasonably safe investment, 
Chicago Gas, Light & Coke Ist 5s.......-.. 7.1.87 10 3.0 2.9 Nc 105 3.9 Exceedingly high grade investment, 
General Motors Acceptance Deb. 6s........ 2.1.37 33 1.9 1.9 102* 102 5.4 Businessman’s investment, 
a ee eae «+. 12,1,87 28 3.0 def 108% 100 5.0 ‘“‘Medium to high’’ grade issue. 
Humble Oil & Refining Deb. 5s............ 4.1.37 20 7.8 2.1 102 103 4.2 Normally a wide margin earned over int. 
— requirements. High grade. 
ants, Midvale Steel & Ordnance Cons. 5s......... 3.1.36 33 4.3 1.0 105 93 1.3 Guaranteed by Bethlehem Steel. 
*New York Telephone Ist & ‘“ | ae 11.1,39 61 3.8 4.7 110 104 3.8 Gilt-edged. 
Pacific Tel. & Tel, Ist & Col. 58........... 1.2.37 27 3.8 4.5 110 107 3.1 Of the highest grade. 
i by _V'ginia Rail & Pr. Ist & Ref. aw Ist) 5s 7.1.34 11 3.2 3.1 105 102 4.0 Strong issue. 
ges. * Our preferences in above list. + Fixed charges times earned is computed on an ‘‘over all’’ basis. In the case of a railroad, the item includes 
interest on funded debt and other debt, rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded 
~ and unfunded debt, subsidiary preferred dividends, minority interest, etc. An entry such as 105 ’36 means that the bond is not callable until 1936 
ade. at the price named. * Indicates that the issue is callable as a whole or in part at gradually decreasing prices. 
a 
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Why Did Union Pacific Buy 


Into Pennsylvania? 


Strong Financial Position and 1932 Earning Record of Great 
Eastern Carrier Significant of What May Be Expected 


ITH the opening of the 

New Year, investors in 

railroad securities are giv- 
ing first attention to those of the 
comparatively few companies that 
have been able to weather the de- 
pression of the last three years, by 
earning fixed charges and not bor- 
rowing. Investors who are unfor- 
tunate enough to have the securi- 
ties of the weaker roads naturally 
are watching closely developments 
regarding them, in the hope of be- 
ing able to determine whether they 
are going to lose what they have 
put in, or ultimately work out of 
their present difficulties. So far 
there has not been sufficient change 
in the general outlook for business 
and the railroads in this country to 
justify prospective investors switch- 
ing from the stronger to the weaker 
lines. Just the opposite procedure 
is the wiser for the time being, and 
among the strong candidates which 
come up for consideration is one 
of the largest railroad systems in the 
world. This characterization can be 
claimed for the Pennsylvania without 
fear of contradiction. It comprises ap- 
proximately 10,898 miles of operated 
main track and 26,741 miles of tracks 
of all kinds. 

Furthermore, it is one of the strong- 
est railroad systems in the world 
financially. This claim is not difficult 
to substantiate either. A moderate 
funded debt in proportion to the 
mileage, current assets largely in ex- 
cess of current liabilities, yielding a 
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By Pierce H. Futton 








1. 


2. 


High Lights of Pennsylvania 


One of the largest railroad systems 
in the world. 

Strong financial position. Current 
assets as of Oct. 31, 113 million 
against current liabilities of 58 million. 
No bank loans. 

Has_ borrowed $27,500,000 from 
R. F. C. only to continue electri fica- 
tion of lines. 

Will not only cover fixed charges but 
earn at least 57 cents a share on com- 
mon stock in 1932. 

Currently paying no dividend, but has 
paid something in every year since 
1847, including 1932, when 50 cents 
was paid. 


Recent price 13. 








comfortable working capital, and net 


income over fixed charges for 1932, 
estimated officially at between $7,- 
000,000 and $8,000,000, equivalent of 
57 cents a share. There have been un- 
official estimates of a considerably 
larger amount. 

This final result for the year is 
based on known figures for the first 
11 months and an estimate for De- 
cember. If realized it will be the 
more remarkable because of a slump 
in gross earnings of $117,829,195 


and of $9,300,137 in net operating 

income for the first 11 months of 

this year, compared with the corre- 
sponding period of last year. There 
is likely to be a further decrease in 
gross in December but there may be 
an increase in net railway operating 
income, as there was in November. 

A word more about these impor- 
tant features of the notably out- 
standing strength of Pennsylvania 
financially, among the large railroads 
in Eastern Territory, and even in 
the entire United States. New York 

Central and Baltimore & Ohio are 

the principal competitors in the 

former area. Of these two systems 
it is estimated officially that the first 
will report a deficit on fixed chargesof 
approximately .$18,000,000. At the 
end of October, Baltimore & Ohio 
had a net loss for the ten months of 
$4,832,000. As its net operating in- 
come for November compared quite 
favorably with that for the like 
month of last year it is possible that 
in December the final results may be 
still further improved. Still President 
Willard estimates net loss for this year 
at $6,500,000. 

There are only two large railroad 
systems west of the Mississippi River 
in the same general class financially 
as Pennsylvania—Atchison and Union 
Pacific. More than 25 years ago there 
were persistent rumors at rather fre’ 
quent intervals that Atchison and 
Pennsylvania were going to get maf 
ried—to be consolidated. But they 
never reached the engagement stage, 
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acd probably never will, as each has a 
well defined and even rigid policy as 
to getting its feet wet by crossing the 
Mississippi. But what a pair they 
would make! The strongest railroad in 
the West and one of the strongest in 
the East. 

Union Pacific has had, and still has, 
a similar policy. Of course, its lines 
do not come further east than Omaha. 
Chicago & North Western, in whose 
sock Union Pacific has had a large 
interest for years, furnishes the con- 
necting link and outlet to Chicago. But 
Union Pacific recently acquired a sub- 
santial interest—100,000 shares as un- 
oficially reported—in Pennsylvania. 
This transaction does not foreshadow 
consolidation of the two systems, but 
it is a recognition of Pennsylvania's 
position and prospect. 

While it is intimated that a corre- 
sponding amount of New York Central 
was sold by Union Pacific in the first 
instance, to establish a loss for income 
tax purposes, it is believed that Penn- 
sylvania was bought because it was felt 
that, for the near future at least, it 
would be a safer investment. It should 
be stated, however, that no defi- 
nite announcement has been made by 
Union Pacific as to why it sold New 
York Central and bought Pennsylvania. 
There is official authority, however, for 
the statement that Union Pacific is still 
New York Central’s largest stock- 
holder. 

The two-sided 
transaction has 
called favorable 
attention to Penn- 
sylvania and un- 
favorable atten- 
tion to New York 
Central. It is 
quite possible 
that there will be 
a freer exchange 
of trafic than 
heretofore be- 
tween Pennsyl- 
vania and Union 
Pacific— Chicago 
® North West- 
ern. 

To revert again 
to Pennsylvania’s 
position financial- 
ly. Take its 
funded debt. On — 
December 31 of 
last year it stood 
at $605,786,945. On the latest data 
available it was $599,478,635. The pri- 
mary feature of weakness in the position 
of the railroads that have been more 
or less embarrassed financially for some 
time, is excess funded debt and fixed 

arges. For 1931 the latter item for 
the Pennsylvania Railroad amounted to 
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$27,851,409, interest on unfunded debt 
was reported at $420,562 and rentals 
for leased lines $48,854,937. These 
three major items, together with operat- 
ing deficits of branch roads, miscellane- 
ous rentals and income charges, etc., 
made a grand total of $79,546,948 de- 
ducted from gross income for the year. 

Against the rentals paid for the use 
of some of the roads, dividends were 
received that served as a partial offset. 
The amounts are not available at this 
writing. Non-operating income as a 
whole for 1931 totaled $48,036,336. It 
was much less for 1932. 

A railroad today without bank loans 
is more or less of a novelty and in a 
class by itself. The Pennsylvania is 
in that class). There are some other 
well known companies in the same class 
but it would not take long to count 
them. Atchison, Union Pacific, Nor- 
folk & Western, Chesapeake & Ohio, 
Great Northern and Northern Pacific 
might be mentioned off-hand. 

Because of the extent to which they 
have borrowed from the banks, Rail- 
road Credit Corporation and Recon- 
struction Finance Corporation, some of 
the largest railroad systems in the 
United States reported current liabili- 
ties in excess of current assets during 
the greater part of last year. For years 
the balance was on the other side of the 
account. The latest balance sheet of 
Pennsylvania available, that as of 
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Courtesy, Pennsylvania Railroad 


October 31, shows current assets of 
$113,992,193, against current liabili- 
ties of $55,594,387, an excess of the 
former item of $58,397,796. This rep- 
resented the company’s working capital 
at that time. 

The fact that Pennsylvania is ex- 
pected by the management to report 


net income of between $7,000,000 and 
$8,000,000 for 1932, puts it in a con- 
spicuous position among its principal 
competitors in Eastern Territory. The 
estimated deficit of both New York 
Central and Baltimore & Ohio have 
been given already. Chesapeake & 
Ohio, a competitor of Pennsylvania to 
some extent, reported net income of 
$21,330,348 for the first eleven months 
of 1932, equal to $2.78 a common 
share. While the figures are not yet 
available, it seems reasonably safe to 
assume that this amount was further 
increased in December. Norfolk & 
Western, control of which is owned 
by Pennsylvania, which fact takes it 
out of the strictly competitive class, 
showed net income of $14,761,017 to 
the end of November, equal to $9.89 a 
share on the common. 

New York Central has bank loans of 
around $65,000,000, about $20,000,000 
loans from the Reconstruction Finance 
Corporation and a small loan recently 
negotiated with the Railroad Credit 
Corporation to help meet January 1 in- 
terest requirements. 

While the aggregate of Baltimore & 
Ohio’s bank loans at the present time 
are not available in exact figures, the 
records show aggregate borrowings 
from the R. F. C. of more than $71,- 
000,000. The greater part of this 
money has been used for the retire- 
ment of short term notes and in con- 

nection with the 
refunding of 
$63,250,000 
4\4% convertible 
bonds maturing 
March 1 next. 
B. & O. also has 
a so-called “work 
loan” of $3,000,- 
000 from the R. 
F. C., the pro- 
ceeds to be used 
in the repair of 
equipment. 
Pennsylv ania 
has a “work 
loan” of $2,000,- 
000 from the R. 
F. C., with the 
proceeds of 
which it is build- 
ing 1,285 freight 
cars, the orders 
having been 
placed. By far 
the largest 
amount of its borrowing from the R. 
F. C. has been to go forward with its 
extensive electrification program be- 
tween New York and Washington. 
The very fact of this loan having been 
made for this specific purpose calls 
attention strikingly to another out- 
(Please turn to page 360) 
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New Factors Bid for Cigarette 


Profits 


The Ten-Cent Cigarette—A Permanent Contender for the 
Attractive Earnings of the Industry, or Only a Flash in the Pan? 
—A Significant Question to All Holders of Tobacco Securities 


ILL nineteen hundred and 
thirty-two go down in ciga- 
rette history as the year of 

the ten-cent plague, or will posterity 
point to it as the year which marked 
the nemesis of the fifteen-cent article? 
On the answer to this question depends 
the future prosperity of a myriad hold- 
ers of tobacco securities. 

Battle lines are being drawn, in fact 
the rising sale of the cheaper brands 
might be said to mark the opening of 
the attack by the aggressors; but so 
far the answering guns of the com- 
panies producing the established brands 
have not been heard. The only out- 
ward sign has been a decline in the 
prices of their stocks. But their re- 
sources are great and price warfare is 
no new game to them. 


By Nicuoras T. CaLHoun 


There has, of course, been a very ap- 
preciable decline in cigarette consump- 
tion generally over the past year, 
which, in itself, affords a somewhat de- 
pressing background to the current con- 
test. On the basis of internal revenue 
figures—the only authentic source to 
which it is possible to turn—there were 
about 113% billion small cigarettes 
consumed last year. Of these perhaps 
as many as 105 billion represented the 
production of four companies, the 
American Tobacco Co., R. J. Rey- 
nolds Tobacco Co., Liggett & Myers 
Tobacco Co. and the P. Lorillard Co. 
The four companies make Lucky 
Strikes, Camels, Chesterfields and Old 
Golds respectively, for all of which the 
standard retail price is 15 cents a pack 
of twenty. 


This year, total manufactured ciga- 
rette production will be about 105 bil- 
lion, so that even had the Big Four 
maintained their previous share of the 
market, their production this year 
would have declined about 8 billion. 
Incidentally, they contend that a large 
part of the decline in the consumption 
of the manufactured cigarette can be 
attributed to the great popularity of 
“Roll-your-own” article and that with 
the return of a moderate degree of 
prosperity smokers will again return to 
their product. But the consumption of 
tobacco has also declined quite drasti- 
cally and it is a reasonable assumption 
that the comfort of holding a propor- 
tionate share of the smaller business has 
been denied the Big Four really because 
of a flood of brands retailing at ten 








The Big Four and the Little Four 








Company 


Principal products include: 





“Big Four” 





American Tobacco 


“Lucky Strikes’ ‘‘Bull Durham” ‘‘Cremos’’ 


Has, of course, lost some business this year, but still tops 
the list as most important single unit. 





R. J. Reynolds 


“Camels” ‘‘Prince Albert’? “R, J. B.’’ ‘“‘Stud’’ 


Owing to curtailment of advertising, 
“Camels’’ have lost some ground. ‘‘Prince Albert’’ still 
supreme in its field. 


it is understood 





Liggett & Myers 


‘‘Chesterfields’’ 
Mixture’ 


“Granger’’ ‘Velvet’ ‘Duke's 


Will probably make the best relative showing of any member 
of the ‘‘Big Four’’ this year. 





P. Lorillard 


“Old Golds’’ ‘‘Rocky Fords’’ ‘‘Muriels’’ ‘‘Beech- 
nut’’ “‘Union Leader’’ ‘‘Between the Acts”’ 


“Old Golds’’ is the baby of the popular 15-cent cigarettes 
and contributes about a fifth of company’s total income. 
The best balanced company from a production stand- 


point. 





“Little Four” 





Brown & Williamson 


‘‘Wings’’ ‘‘Raleighs’’ ‘‘Golden Grain’ 


‘‘Wings,’”’ which once sold for 15, is now the chief 10-center. 
Company Briti 
strongest of the ‘‘Little Four’’ financially. 


is sub-subsidiary of tish-American— 





Axton-Fisher 


“Twenty Grand’ “Spuds’’ ‘Clowns’ ‘‘White 
Mule”’ 


Recently raised a $1,000,000 for expansion. 
menthol treated cigarette, most important single product. 


“Spuds,” a 





Larus & Brother 


“White Rolls’”’ ‘‘Edgeworth’”’ 


“White Rolls’? was one of the first of the new 10-centers. 
Stable income derived from ‘‘Edgeworth.”’ 





Continental Tobacco 


‘Paul Jones’ ‘“‘English Ovals’’ ‘‘Barking Dogs’’ 
“‘Wakefield’’ 


‘Paul Jones” is the most important 10-cent cigarette in 
certain parts of the country, 
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cents the pack of twenty cigarettes. 

Taking advantage of the depression 
and the public’s demand for generally 
lower prices, the ten-cent cigarette has 
gone ahead by leaps and bounds since 
the first of the year. Moreover, the 
rogress has been made without the aid 
of advertising; at least in the grand 
manner common to the cigarette busi- 
ness. AS a matter of fact advertising 
is out of the question for the manufac- 
turer of a ten-cent cigarette, except on 
avery small scale. The profit margin 
is far too small; but more of this later. 

It is impossible to gauge exactly how 
much ground the fifteen-cent cigarette 
has lost to the ten-center because in- 
dividual company production figures 
are the deepest of secrets. Neverthe- 
less, it is possible to arrive at a rough 
estimate by taking the revenue figures 
by states. Some states produce fifteen- 
centers only, others ten-centers only, 
while yet others produce them both. In 
those states which make no ten-cent 
cigarettes it will be found that produc- 
tion has declined about 20%, for the 
first nine months of the year. In the 
important cigarette producing state of 
Virginia, which makes both classes, the 
decline has been only about a fourth 
as severe. On the other hand, produc- 
tion in Kentucky, which is confined ex- 
clusively to the ten-cent article, has 
about doubled. 

From these facts, and taking into 

consideration that the consumption of 
ten-cent cigarettes is known to have 
increased rapidly during the course of 
the year, it is a fair 
guess that the ten- 
center will account 
for not far from 
15% of the entire 
production this year. 
Currently, of course, 
ten-cent business rep- 
resents an even larger 
proportion than this 
owing to the fact that 
it has been growing 
steadily. It might 
possibly account for 
more than 20% of 
current consumption, 
although a somewhat 
lower estimate would 
ptobably be nearer 
the actual mark. 

This is serious from 
the point of view of 
the big four in the 
business, Between 
them they have spent 
tens of millions of 
dollars popularizing 
their product only to 


usiness they created 
ppearing into the 
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hands of concerns they consider up- 
starts. Who are these others which 
have so disrupted a piece of smoothly 
functioning profitable machinery? 

There are a number of cigarette 
brands retailing for less than fifteen 
cents for twenty. Indeed, members of 
the Big Four themselves have made 
cigarettes of this class for years. They 
have never, however, been important 
producers of revenue, nor have they 
been aggressively pushed. The ciga- 
rettes causing the present disturbance 
are “Wings,” “Twenty Grand,” 
“White Rolls” and ‘Paul Jones.” This 
is thought to be the order of their im- 
portance in sales volume and hence in 
competition with the older established 
brands. 

“Wings” are made by the Brown & 
Williamson Tobacco Corp., a wholly- 
owned subsidiary of the British-Ameri- 
can Tobacco Co., Ltd., which it might 
be noted has sufficient resources to be 
a worthly antagonist for any member 
of the Big Four. “Twenty Grand” 
cigarettes are made by the Axton- 
Fisher Tobacco Co., a small, but old- 
established and well integrated concern 
whose principal plant is located in 
Louisville, Ky. “White Rolls” are 
manufactured by Larus & Brother Co., 
whose best known product is perhaps 
“Edgeworth” pipe tobacco, while “Paul 
Jones” are made by the Continental 
Tobacco Co., subsidiary of Philip Mor- 
ris & Co., Ltd. 

Having appraised the damage and 
identified those that are causing it, it 


Courtesy, R. J. Reynolds Tobacco Co. 


Line of Cigarette Packaging Machines 


is only logical to attempt a study of 
the outlook. Is the ten-cent cigarette 
going to take a further slice of fifteen- 
cent business, or has the peak of the 
new movement been seen? In order to 
answer this question, an examination of 
the cigarette price structure will have 
to be made. 


Profit Margins 


Fifteen-cent cigarettes are sold by 
the manufacturer for $6.85 a thou- 
sand, less known discounts of 10% and 
2%. There may be other discounts, 
but if there are, the matter is a thor- 
oughly private one. This leaves the 
fifteen-cent manufacturer $6.04 a thou- 
sand out of which he must pay the 
Federal tax of $3, giving him a gross 
of $3.04 a thousand. Practice among 
the ten-cent manufacturers has been 
less standardized, but most of them in- 
voice at $4.75 a thousand, less dis- 
counts of 10% and 2% which, after 
the payment of the same Federal tax 
of $3, gives them a gross of about 
$1.19 a thousand. Others have in- 
voiced as high as $4.50 net cash, a con- 
siderably higher margin. 

It is, however, approximately correct 
to say that the fifteen-cent manufac- 
turer has about $3.04 a thousand out 
of which he must pay factory expenses, 
advertising, distribution, administration 
and tobacco cost; whereas the ten-cent 
man has little better than a third as 
much with which to pay the same ex- 
penses. Moreover, both must derive a 
profit from their re- 
spective margins. 
Now, factory costs 
for them both are 
about the same, dis- 
tribution is exactly 
the same, but the ten- 
cent man can prob- 
ably save something 
on administration. 
The only three points 
where he can really 
make up the discrep- 
ancy, however, are 
profit, advertising and 
tobacco costs. His 
profit, which may 
possibly not exceed 20 
cents a thousand is 
not a great margin, 
even as things are 
now, advertising as 
the fifteen-cent manu- 
facturer knows it—is 
nonexistent, while 
the cost of tobacco is 
at the mercy of sup- 
ply and demand. 

Nevertheless, the 

(Please turn to 

page 356) 
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How New Income Tax Laws 
Affect Investors 


Important Changes in Taxation of 
Profits From Security Transactions 


By Witmer D. Zirkte, C. P. A. (N. C.) 








payer for more than two 





HE most important 
change in Federal In- 
come Tax under the 

1932 Revenue Act is the 
limitation on stock and bond 
losses. Because of the change, 
the taxes of investors will be 
increased as taxes were never 
increased before on any par- 
ticular group of tax payers. 
It can be said with more than 
a fair degree of accuracy that 
no tax since the high rates 
for 1917 and 1918 were so 
drastic in their general scope 
as the provisions of the pres- 
ent Act as they affect in- 


Considerable perplexity exists concerning the 
provisions of the Revenue Act of 1932. Not only 
have new and higher tax rates been inaugurated, 
but drastic changes in the provisions for deduc- 
tions for losses on securities sold have been made. 
To assist readers in solving the difficulties of pre- 
paring their 1932 tax returns we have asked Mr. 
Zirkle, a well-known tax consultant in New York 
City to prepare this explanatory article on some 
of the more difficult phases of the new law. 





years, excluding stock in 
trade or other property 
which should be inventoried, 
or property held by the tax 
payer primarily for sale in 
the course of his trade or 
business. 

In determining whether 
property has been held two 
years, the law sets forth four 
special conditions as follows: 

(1) Where a tax payer re- 
acquired securities within 
thirty days of a sale of sub 
stantially identical securities 
at a loss, such loss having 
been disallowed under the 





vestors. Under prior Reve- 
nue Acts, a loss on the sale 
or other disposition of stocks and bonds 
was deductible as any other losses from 
transactions entered into for profit. All 
tax payers were allowed the deduction, 
but not so now. Losses from the sale or 
exchange of securities are now limited. 

The effect of the change is to in- 
crease tax, at the particular expense of 
the stock and bond holder. Of course, 
the provisions in the new Act are dis- 
criminatory and may be unconstitu- 
tional but this remains to be tested. 
Meanwhile it is significant to note that 
the Committee on Taxation of the 
Association of the Bar of the City of 
New York, said last April: “There is 
no reasonable justification for the 
distinction between losses on such sales 
of stocks ana bonds, and losses on sales 
of other types of property, and this 
renders the entire provision, as to bona- 
fide sales, arbitrary and capricious and 
of doubtful constitutionality * * * *” 

Taxes are fixed by the statutes en- 
acted by Congress so that in consider- 
ing any tax matter it is necessary to 
look at the precise wording of such 
statutes. So that we may see just what 
Congress has said in the Act of 1932, 
Subsection (r) of Section 23 is set 
forth below: 

“Losses from sales or exchanges of 
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stocks and bonds (as defined in Sub- 
section (t) of this section) which are 
not capital assets (as defined in section 
101) shall be allowed only to the ex- 
tent of the gains from such sales or 
exchanges (including gains which may 
be derived by a tax payer from the re- 
tirement of his own obligations) .” 

In other words, losses from the sale 
or exchange of securities held two years 
or less may not be applied against 
profits from the sale or exchange of 
securities held more than two years, 
nor against income from wages or 
salary, interest nor dividends; nor 
profits from the sale of any assets 
except stocks and bonds held less than 
two years. However, the new law pro- 
vides that a capital loss, whether on 
stocks, bonds or other assets, may be 
used against any gains including profits 
from the sale of stocks and bonds, held 
more or less than two years. 


Capital Assets Excluded from 
Limitation 


It will be observed that the limita- 
tion on stock and bond losses applies 
only to stocks and bonds which are not 
capital assets. “Capital assets” are 
defined as property held by the tax 


“Wash Sales” provisions, the 
holding period begins to run from the 
date of acquisition of the stock or bond 
on which the loss was disallowed. 

There is a question as to what con’ 
stitutes “substantially identical” stock 
or securities. Different classes of stock 
in a corporation were held not to be 
substantially identical. 444% Liberty 
Bonds of different issues are not. 
Neither are different issues of New 
York City bonds. 

The “Wash Sales” provision is not 
new in the 1932 Act, but has new and 
increased interest because of these pro- 
visions. It does not apply to a tax 
payer who can qualify as being in the 
business of trading in securities; and a 
tax payer may have more than one 
business, including that of being a 
trader. 

(2) Where a tax payer received 
securities from a corporation in a re 
organization which was a non-taxable 
transaction to him under Section 112 
(g), the holding period of the new 
securities begins to run from the date 
of acquisition of the old stock on which 
the distribution was made. 

(3) Where a tax payer acquired 
securities or other assets in an exchange 
which was wholly or partly non 
taxable under the law in effect at the 
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time of the exchange, with the result 
that such securities or other assets have 
the same basis, in whole or in part to 
him, as the property exchanged, the 
holding period begins to run from the 
date he acquired the property which 
he surrendered in the exchange. 

(4) Where securities or other assets 
have the same basis for determining 
gain or loss, in whole or in part as they 
had in the hands of the person from 
whom they were acquired, as by gift 
or transfer in trust before December 
31, 1920, under Section 113, the hold- 
ing period dates from the time acquired 
by previous Owner. 


Corporations Are Subject to the 
Limitation 


The limitation on stock and bond 
losses applies to corporations as well as 
individuals. If corporations dispose of 
securities at a loss, which they have 
held for less than twe 


certain conditions, realize a gain or loss 
from the purchase and sale of its own 
stock. Therefore, the provisions of (r) 
(1) may possibly apply to stocks as 
well as bonds. 

The limitation applies only to losses 
from sales and exchanges. A loss sus- 
tained upon stock becoming totally 
worthless or on ascertainment of the 
worthlessness of a bond or note could 
easily be within the law quoted above. 
That is, the limitation would not 
apply. 

Subsection (r) (2) of Section 23, 
provides: 

“Losses disallowed as a deduction by 
paragraph (1), computed without re- 
gard to any losses sustained during the 
preceding taxable year, shall, to an 
amount not in excess of the tax payer’s 
net income for the taxable year, be con- 
sidered for the purposes of this title as 
losses sustained in the succeeding taxable 
year from sales or exchanges of stocks 


or bonds which are not capital assets.” 
Stock and bond losses may be car- 
ried forward one year. Any loss from 
the sale of securities not capital assets, 
disallowed in one year because of no 
gains on the sale of stocks and bonds 
held less than two years against which 
to apply it, may be applied against 
such net gains the next year, if any. 
The law provides that the amount of 
loss for the taxable year to be carried 
over shall not exceed the amount of 
the tax payer’s net income for the tax- 
able year. A loss from the sale of 
stocks and bonds which may be carried 
forward is the loss for the one year 
and must be computed without con- 

sidering any loss from a prior year. 
The Act specifically states that this 
limitation of losses shall not apply to 
a “dealer in securities,” as to stocks 
and bonds acquired for resale to cus- 
tomers, in respect of transactions in 
the ordinary course of his business. The 
Act also excepts from 





this limitation a bank 





years, the losses are 
subject to the limita- 
tion. If the securities 
have been held for 
more than two years 
before their sale, a cor- 
poration may deduct 
the entire loss against 
any income. Corpora- 
tions are not subject 
to the 1212% net 
gain and capital net 
loss provisions of the 
statute. 

The law mentions as 
being subject to the 
limitation, any gain 
which may be derived 
by a tax payer from 


Rates: 


Balance 
Surtax: 


New Income Taxes Compared to Old 


1982 Act 


Normal Tax: 
First $4,000.00 income 
Second $4,000.00 income 


1% to 55% 


(Under the 1928 Act surtax begins at $10,- 
000.00, and under the 1932 Act at $6,000.00) 


Net capital gains and losses 
Corporate rates (single) 
Corporate rates (consolidated) 


Exemptions and credits: 
Single persons, trust and estates 
Married persons or head of family 
Credits for each dependent 
Corporate, with income less than $25,000.00. . 


Tax payable by a married person with no de- 
dents, no i from dividends or ex- 





the retirement of his 
own obligations. In 
1931 the Supreme 
Court, in the Kirby 
Lumber Co. case, held 
that the purchase of its 
own bonds by a cor- 
poration for less than 
par or the issuing price 
results in taxable in- 
come which is in ac- 
cordance with the Reg- 
ulations. The United 
States Board of Tax 
Appeals and the Court 
of Claims had held 
such a transaction non- 
taxable. Regulations 
under prior Acts pro- 
vide that a Corpora- 
tion realizes no gain or 
loss from the purchase 
or sale of its own stock. 
In a recent case, the 
Courts held that a cor- 








empt interest, without capital gains or losses, 
and without losses prohibited by the 1932 
Act: 


1% to 20% 


or trust company incor- 
porated under the laws 
of the United States or 
of any State or Terri- 
tory, or persons carry- 
ing on the banking 
business, where the re- 
ceipt of deposits con- 
stitute a major part of 
such business. 

Transactions outside 
the ordinary course of 
business are subject to 
the limitation, even 
though consummated 
by a dealer in securi- 
ties, by a bank or 
banker. A tax payer 
whose sole business is 
trading in securities on 
his own account is not 
a dealer. 


1928 Act 


1%% 
8% 
5% 


12% % 
12% 
12% 


$1,500.00 
3,500.00 
400.00 
3,000.00 


Limitation on Stock 
Losses — Short Sales 


Subsection (s) pro- 
vides: 

“For the purpose of 
this title, gains or 
losses (A) from short 
sales of stocks and 
bonds, or (B) attribut- 
able to privileges. or 
options to buy or sell 
such stocks and bonds, 
or (C) from sales or 
exchanges of such 
privileges or options, 
shall be considered as 
gains or losses from 
sales or exchanges of 

(Please turn to 
page 360) 











poration may, under 





for JANUARY 7, 1933 


337 














i Zk el | HY 





CAS 





Moderate Risks for Large 
Profits 








For those in a position to assume a businessman's risk in the expectation of future 
price enhancement; for those who can afford to forego present income for later gain, 
the accompanying group of low priced stocks should prove unusually attractive. They 
are speculative but in each case there is sufficient inherent strength in the company to 
justify continuance in business and at current low prices the prospective price enhance- 
ment as business. and market conditions improve is distinctly attractive. We suggest 


diversifying commitments over several issues rather than on one or two. 








CUTE business depression now 

as always finds a majority of 

security buyers employing the 
maximum caution which should have 
been applied when quotations were 
high. Yet it is invariably under con- 
ditions of depression and protracted 
deflation that speculative risks become 
smallest and that the broadest oppor- 
tunities for discriminating, patient, 
long-term speculation on an outright 
basis are offered. 

Assuming that we will ultimately ex- 
perience a normal business recovery, 
the percentage of speculative apprecia- 
tion in various greatly deflated stocks 
will undoubtedly exceed that of issues 
which have been supported by relative 
stability of earnings. The risk involved 
in some such stocks appears to be ade- 
quately counterbalanced by future 
possibilities. This is notably so in the 
case of the common shares of the In- 
land Steel Co. 

The present company was formed in 
1917, successor to a company of the 
same name organized in 1893. It is 
interesting to note that 1932 is the first 
year in which the corporation has op- 
erated at a loss. The deficit is esti- 
mated at approximately $3,000,000, of 
which considerably more than two- 
thirds is accounted for by a conserva- 
tive policy of depreciation. This com- 
pares with net profit of $1,263,600 in 
1931, $6,498,967 in 1930 and $11,- 
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Inland Steel Co. 


Recent Price 14 





INLAND STEEL CO. 
COMMON 


PRICE SCALE 


1928 1929 1930 1931 1932: 











712,364 in 1929, year of peak profit. 
The price of the common shares, of 
which 1,200,000 are outstanding, has 
followed earnings downward. The 
high was 113 in 1929, 98 in 1930 and 
71 in 1931. Currently the issue is 
selling at approximately 14. The divi- 
dend was omitted last March. There 
is no preferred stock, the common be- 
ing preceded by $42,000,000 in 444% 
first mortgage bonds. In relation both 
to Inland’s total assets of $115,000,000 
and to the former earnings of normal 
years this debt is not excessive. 
Under present extremely adverse 
conditions operating earnings are fall- 
ing moderately short of fixed charges, 
but the company’s current financial 
position is favorable. The latest avail- 
able statement shows cash and market- 
able securities alone of $11,712,000, 
while total current liabilities were 
$5,508,000. Inland’s relatively favor- 
able credit rating is indicated by the 


fact that its bonds have recently com- 
manded a market price of '78, a satis- 
factory showing for a steel bond of 
414% coupon. 

An increase of $14,000,000 in 

funded debt in the last two years is 
accounted for by intensive moderniza- 
tion of plants and construction of a 
new plant at Indiana Harbor, Ind. 
The seventh largest steel producer in 
the country, Inland is especially fa- 
vored by strategic location in relation 
both to its raw materials and to the 
Chicago and Detroit markets. It 
ranks second to none in effective con 
trol of its operating costs, it being esti- 
mated that as a result of recent plant 
efficiencies it could now produce with 
profit on operations at 30% of capac: 
ity. 
The location of its properties is ad- 
vantageous in relation to the markets 
for automotive steel and these now re’ 
flect some seasonal improvement with 
introduction of new models. 

The stock, of which several large 
blocks are privately held, is in limited 
market supply and moves slowly. It 
is not suitable for trading. There is no 
reason to expect an early recovery, but 
it is reasonably certain that the com 
pany will survive depression and will 
be among the first in the steel industry 
to recover. Hence the promise of ulti 
mate speculative appreciation in the 
shares is attractive. 


THE MAGAZINE OF WALL STREET 





severely in depression than that 

of railroading. The position of 
the majority of railroad stocks has be- 
come highly speculative. The obvious 
risk involved in many such issues, how- 
ever, is substantially discounted by 
prices which represent only a small 
fraction of normal values. Accord- 
ingly, rail stocks offer an exceptionally 
attractive field for exploration by those 
able and willing to accept a recognized 
risk against the reasonable possibility of 
large percentage profits over a period 
of time. 

Much is heard of the variety of prob- 
lems confronting the rails, yet in the 
main there is nothing new or strange 
in their predicament. Rail traffic and 
revenues conform in trend very closely 
with the trend of general industrial 
activity. Unlike industrials, a large 
part of capitalization consists of fixed 
debt. For this reason earnings avail- 
able for rail stocks have always fluctu- 
ated widely as between good times and 
bad. In the present situation a logical 
long-pull speculative objective would be 
to select a stock which either holds 
promise of escaping reorganization or 
of participating in reorganization on 
relatively favorable terms. 

Against a price of $50 to $60 a 
share in normal years, the first pre- 
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HE Timken Roller Bearing Co. 

suffered a deficit of $2'7,286 dur- 
ing the first nine months of 1932. 
The $1 dividend now being paid on 
the stock cannot be considered secure, 
since it must be paid out of surplus. 
The stock is quoted around $14 per 
share. The prospect for an immediate 
sustained recovery is not bright. 

In a long-pull speculative sense, these 
factors are not only not as depressing 
as they seem, but they decidedly 
obscure the underlying picture. In 
elation both to the industrial condi- 
tions confronted and the financial and 
trade position of the company, the 
1932 loss is so small that it can only 
indicate excellent management and the 
virtual certainty that, whatever the 
course of earnings in the early future, 
Timken will ride out the storm and will 
feturn to satisfactory profits whenever 
normal industrial revival sets in. 

In comparison with this nine-months 
loss of $27,286, Timken earned $2,- 


for JANUARY 7, 1933 


Erie R. R. Co. 


First Preferred—Recent Price 5 





ERIE RAILROAD CO. 


iss PREFERRED 
HIGH 


PRICE SCALE 


1928 1929 1930 1931 1932 











ferred stock of the Erie Railroad Co. 
currently sells for $5 a share. The 
road has been hard hit by depression. 
Its current financial position is none too 
strong. In the event of protracted 
maintenance of traffic at present 
acutely sub-normal levels reorganiza- 
tion and scaling down of fixed charges 
certainly would be conceivable. 

But the position of this trunk line, 
which was undergoing dynamic recon- 
struction under new management when 
the depression came along, is certainly 
not by any means hopeless. Even under 
1932 conditions it is estimated to have 
earned 73% of its fixed charges. Car 
loadings today are at approximately 
55% of the 1924-1928 average, a 
phenomenally low level. If and when 
this percentage advanced to 66—itself 
a depression level—Erie would earn 
fixed charges. 


Timken Roller Bearing Co. 


Recent Price 14 
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571,241 in 1931, while profits between 
the years 1922 and 1930 averaged well 
over $8,000,000 a year. In the last 
eight years physical assets, less con- 
servative reserves for depreciation, 
have more than tripled. Expansion 
has been financed out of earnings. 
There is no funded debt, bank loans or 
preferred stock, capitalization consist- 
ing simply of 2,411,380 common 
shares. 

Timken’s current assets exceed cur- 
rent liabilities by approximately 20 to 


Controlled by the Van Sweringeri 
interests and destined to be part of the 
enlarged Chesapeake & Ohio system in 
the eastern consolidation plan, Erie is 
capably sponsored. In the fact that 
the road would require only a moderate 
business recovery to get back on solid 
ground, its position is substantially bet- 
ter than that of a score of well known 
systems, even if not as good as that of 
the dozen or so stronger lines. 

At a price of $5 per share the first 
preferred stock would seem to have 
gone far toward discounting the worst 
possibilities. It is preceded by a total 
funded debt of approximately $264,- 
000,000 and followed by an issue of 
second preferred and one of common 
shares. Even in the event of reorgani- 
zation and perhaps an assessment on 
participating shareholders, the first pre- 
ferred stock at $5 would appear to con- 
stitute a probably cheap option for 
speculative participation in a recapi- 
talized system. 

If on the other hand the prospect 
turns out to be one of not too distant 
business recovery, this issue is by no 
means impossibly remote from earning - 
power. Its price is considerably under 
the $8.71 per share earned in 1930 
and, strangely, is approximately the 
same as the quotation of the much less 
well-situated common shares. 


1. Net working capital approximates 
$9 per share, while cash and marketable 
securities amount to $6 per share. In 
short, the most acute depression in 
world history has failed to endanger 
the financial position of this company. 
Nor has it substantially altered an 
essentially favored trade position. 

This company supplies the major 
portion of total domestic requirements 
of tapered roller bearings. The tap- 
ered bearing is peculiarly fitted to with- 
stand severe shocks and at the same 
time to reduce friction to a minimum. 
For these reasons the automobile in- 
dustry is Timken’s best customer, tak- 
ing more than 50% of the company’s 
output. - 

In recent years strong efforts have 
been made, with considerable success, 
to broaden the market for tapered bear- 
ings through new industrial applica- 
tions. Outlets have been obtained in 
various of the heavy industries, such as 
steel, cement and paper, where equip- 
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ment is subject to heavy strain. Suc- 
cessful experimentation also has been 
attained in railway application, some 153 
railroad and various electric suburban 
lines now operating at least some 
Timken-equipped locomotives and cars. 

Among the company’s chief present 


and potential customers—the automo- 
bile industry, the railroads and heavy 
industries—acute depression is the rule. 
Hence, recovery in the company’s earn- 
ings will be wholly dependent on a 
general business revival. The certainty 
that it can withstand any further prob- 


able extension of depression and the 
certainty that it will command a satis. 
factory share of ultimate business te. 
covery are factors of strong speculative 
appeal, holding promise of ultimate ap. 
preciation outweighing current market 
prospects. 


Goodyear Tire & Rubber Co. 


HE common stock of the Good- 
year Tire & Rubber Co., selling 
around 15, represents an equity 

in a strong corporation operating in a 
greatly deflated industry. Regardless 
of current conditions, such a combina- 
tion appears to offer long-term specula- 
tive possibilities without excessive risk. 

A high degree of liquid financial 
strength is an important consideration, 
for when earnings give way to losses 
under the impact of depression, it is 
upon its reserves that a company must 
largely depend for survival while gen- 
eral business recovery is awaited. In 
this respect the position of Goodyear, 
the largest producer of rubber products 
in the world, is relatively favorable. 

The company’s balance sheet as of 
last June 30 shows current assets of 
$104,062,875, against current liabili- 
ties of $11,938,496, a ratio of nearly 
10 to 1. Moreover, current assets in- 
clude $20,811,418 in cash, $16,792,159 
in United States Government securities 
and $4,194,150 in Canadian Govern- 
ment securities. Inventories were car- 
ried at only $32,191,030, a reduction 
of more than $20,000,000 in a year. 

It must be recognized that the Good- 
year capitalization, consisting of 
funded debt of $55,420,000, subsidiary 


TARTING in a small way more 
S than twenty-five years ago, the 
business of the Frank G. Shat- 
tuck Co. has steadily expanded. The 
company now operates some fifty 
restaurants, the majority of which are 
located in New York City, although 
it is also represented in White Plains 
and Syracuse, New York, and in Bos- 
ton. In addition to the restaurant 
business, Shattuck owns and operates 
factories for the manufacture of con- 
fectionery, ice cream and bakery prod- 
ucts. 
Operating under the trade name 
“Schrafft’s,” Shattuck’s business is 
essentially a quality business which, 
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funded debt of $5,078,569, $76,202,- 
325 in $7 preferred stock, $16,445,594 
of subsidiary common stocks and 
1,448,027 shares of common, places the 
common issue in a speculative position. 

It must be recognized also that the 
company’s sales and profits have un- 
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dergone serious decline from the peak 
of 1929, in which year earnings avail- 
able for the common stock amounted to 
$9.34 per share. This figure fell to 
$3.16 in 1930 and to only 4 cents a 
share in 1931, while for the first half 
of 1932 a deficit was shown after pay- 
ment of fixed charges and preferred 
dividends. 

While both the capital set-up and 
the current trend of earnings em- 
phasize the speculative position of the 


Frank G. Shattuck Co. 


Recent Price 9 


by adherence to the highest standards 
in both food and service has built up 
enviable good will. This, coupled to 
conservative financial policies which 
have enabled expansion to be financed 
almost entirely from earnings, put the 
company in a position where it must 
ultimately benefit from a return of 
business conditions even approaching 
normal. 

Currently, of course, the F. G. 
Shattuck Co. is feeling the depression. 
Earnings for the first nine months of 
1932 amounted to only $510,951, after 
taxes and depreciation. This was 
equivalent to 39 cents a share on 
1,290,000 shares of no-par capital 


common shares, these factors would 
appear to be substantially taken into 
account in current market quotations, 
especially since, thanks to large current 
resources, there is nothing in either 
capitalization or the present rate of 
loss to threaten the company’s ex: 
istence. 

Goodyear has a strong trade position 
and is likely to hold it, although com 
petition in the sale of automobile tires 
and other rubber products is growing 
increasingly severe. For a_ rubber 
company of this size wide and erratic 
fluctuations in the price of crude 
rubber have always constituted a 
serious inventory problem, in many 
years involving heavy write-offs. With 
rubber now around 3 cents a pound, 
however, and with little prospect of 
major advance, this problem is fast 
disappearing. 

The crude product is deflated to a 
level at which further large inventory 
losses are virtually impossible. More- 
over, at current prices, it becomes a 
much smaller factor in relation to labor, 
cotton fabric and other factors of man- 
ufacturing cost. Any normal recovery 
in general business, and especially in 
the automobile industry, should mean 
marked improvement for Goodyear. 


stock and compared with $1 a share 
for the corresponding previous period. 
For the whole of 1931 the company 
reported earnings of $1.32 a share, 
against $1.92 for the year 1930. At 
the end of last March net current 
assets amounted to $6,939,421, with 
cash, United States Government and 
other marketable securities at market 
values totalling $6,091,041. It is cer 
tain that this strong financial position 
has not been badly impaired by opera’ 
tions since that date, for the company 
has made money and dividends have 
been cut more or less in relation to the 
lower earnings. At the present time 
(Please turn to page 362) 
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Taking the Pulse of Business 


— Moderate Improvement Indicated 


— New Orders Gain 


CCORDING to re- 
a ports just issued by 

the Bureau of Inter- 
nal Revenue, taxable incomes 
in 1931 were 42% less than 
in 1929, and 1932 is certain 
to present an even drearier 
picture. Commodity prices 
at wholesale are down a third from the boom year, stocks 
are off 80%, and even bonds show a shrinkage of 25%. 
Twelve million people in the United States are out of 
work, and fully as many again throughout the rest of the 
civilized world. Forty-three nations are, in effect, off the 
gold standard, and we are just beginning to recover from 
a universal epidemic of bank failures and money hoarding. 
The wonder is not that a great deal of the wreckage from 
such an epoch making business storm yet remains to be 
cleared away; but rather that some progress in this direction 
has already taken place. In fact it is possible to go-even 
farther and say that all four curves of the Barometer at 
present writing point to further moderate improvement 
during the new year which has just opened. 

Recovery would doubtless be more rapid were it not 
for the paralyzing virus of defeatism with which the 
world has been inoculated. The “New Era” disease is 
holding us back now, just as it carried us to too great 
heights in 1929. Then we believed there could be no end 
to universal prosperity: now we labor under the opposite 
delusion that the old social order is obsolete, that tech- 
nological unemployment must permanently depress our 
standard of living, and that only a dictator can right 
things. We seem to have forgotten that every depres- 
sion sets up self-generated forces for recovery and that 


— Freight Movement Encouraging 


— Prices Still At Low Point 


these are still on the job and 
will surely bring the world 
back eventually to pros- 
perity. Then, perhaps, we 
shall look back and realize 
that this depression differed 
from others’ in history, not 
so much in kind but in mag- 
nitude. Perhaps then we shall realize too that general 
business activity is in itself the best cure for unemploy- 
ment, unbalanced budgets, and unfavorable trade 
balances. In fact, one of Nature’s self-corrective processes 
has already worked so effectively that we have almost 
forgotten the recently prevalent assumption that a world 
shortage of gold must act as an insurmountable obstacle 
to recovery. 

Viewed in this light we shall perhaps stand on firmer 
ground to turn from pessimistic theorizing and take 
practical note of the fact that all four curves of the Baro- 
meter at the present time still point to the probability that 
the improvement in trade which ordinarily sets in soon 
after the holidays will this year be of somewhat more 
than seasonal proportions. This is indicated by the fact 
that the Common Stock Index has failed to drop back to 
the extremely low levels reached last summer; by con- 
tinued strength in the Business Activity line, save for last 
week’s slight recession, which is probably a temporary 
aberration incident to the holiday season; and by early 
returns on New Orders booked by leading industries last 
month which, on an average, point to a further modest 
rise in that graph when all reports are in. Financial 
conditions in this country, moreover, continue to improve 
steadily, as is witnessed by the new low record to which 
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the Cost of Business Credit line has fallen. Further con- 
firmation of this conclusion may be found in the following 
brief survey of industries, and in the article “Gauging the 
Prospect for Corporate Profits,” on page 326. 


The Trend of Major Industries 


RAILROADS—Gross revenues of the first 56 carriers 
to report for November were 17% less than in November, 
1931. Owing, however to savings in expenses the net 
operating income showed a decline of only 4.3% from the 
previous year. It is encouraging to note that 26 of the 56 
roads reported net operating income in excess of the preced- 
ing November, although a considerable portion of this favor- 
able showing is attributable to heavier movements of coal. 

CEMENT—Following a recent order of the New York 
Customs Appraiser in issuing a notice of suspicion of 
dumping of British cement into the United States, prices 
in the greater New York area have been placed in line 
with quotations in other parts of the country by an 
advance of 29 cents a barrel. Even at the present rate of 
shipment, which is about 33% under a year ago, this 
advance throughout the country has added about $18,000,- 
000 to the income of the industry. Imports of foreign 
cement, though favored by cheap labor, depreciated cur- 
rencies and depressed ocean freight rates, have amounted 
to only 2% of domestic production; but have been a decid- 
ing factor in holding down prices on the Eastern seaboard. 


SUGAR—January sugar futures are currently quoted 
around 0.65 cents a pound, less than half the cost of pro- 
duction. Yet, there exists so much uncertainty of still lower 
prices that buyers are filling only their immediate needs. 
The outlook for growers is a dismal one—as indeed has 
been the case for a number of years. Even the prospect 


enjoyed by American refining companies, formerly noted 
for their relative stability, has been dimmed by the great 
shrinkage in demand and a flood of the foreign refined 


product which enjoys a tariff differential. The funda- 
mental trouble with the sugar industry is governmental 
interference. There is hardly a country in the world 
which does not regulate sugar in some way, either by tariff, 
quota, or bounty. 

LEATHER and SHOES—Recent developments have 
decidedly im- 


panded. Boot and shoe production in October totaled 
some 33,000,000 pairs, compared with a production of but 
little more than 25,000,000 pairs in the 1931 month. 

CHEMICALS—Continued capacity operation in the 
rayon industry is helping the producers of caustic soda, 
and the price has been raised five cents to $2.25 cuwt, 
It is expected that greater motor car production and the 
possible legalization of beer will stimulate the demand 
for glass, and soda ash contracts are being booked at 
advances up to a dollar a ton over a year ago. Trade 
interests except that liquid chlorine prices, recently cut, 
will soon be advanced. 


COCOA—Like many other commodities, cocoa js 
hovering around its all-time low record price. Over the 
course of last year prices declined roughly from 4 cents 
a pound to 3.65 cents. But unlike most commodities, 
a decline in the price of cocoa is not particularly disastrous 
to the users of the material, for their finished product is 
usually a trade-marked one and for this reason fairly 
stable in price. As a result, declining cocoa prices means 
widening profit margins, in many cases to an extent which 
offsets the inevitable inventory loss. Nevertheless, manv- 
facturers of cocoa products did less well last year because 
of the sharp curtailment in demand. 


TEXTILES—Conditions in that part of the textile in. 


dustry known as finishing has steadily gone from bad to 


worse and at the present time the situation is not far 
from absolutely chaotic. Chain and catalogue houses bring 
tremendous pressure to bear and the unorganized selling 
structure of the finishers breaks down to a point where no 
one can make any money. Efforts are being made on the 
part of the finishers to organize their selling and in this 
way it is hoped that a fair price will be obtained. Little of 
a practical nature, however, has been attained so far. 


Conclusion 


While the forging considerations point to some 
further improvement in trade and industry in 1933, 
it may be just as well to recognize that recovery, 
especially during the first half of the year, is likely 
to be painfully slow. World-wide political inter. 
ference with the natural purging processes of 

economic |a ws, 








proved the out- 
look for the 
manufacturer of 
leather. It will 
be remembered 
that early last 
year there was 
a decline in both 
sales volume and 
price and _ that 
company reports 
covering the 
first part of the 
year revealed for 
the most part 
lower earnings. 
More lately, 
however, hide 
prices have 
dropped sharply, 
thereby lowering 
costs, and at the 
same time the 
volume of busi- 
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THE TREND OF COMMODITY PRICES 
U.S. DEPARTMENT OF LABOR, INDEX -1926=100 


Changes in Major Commodity Price Groups for the 
Fortnight Ended December 24, 1932 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 








When the Government Saves 


the Public Will Spend 


Reader 


Editor, READERS’ FoRUM: 


Recently, I heard a speaker on a 
radio program contending that the 
wages of government employees should 
not be reduced, because this would re- 
duce their purchasing power. The ob- 
vious assumption made by the speaker 
was that purchasing power and the 
desire to purchase are the same thing. 
In this he is wrong, there is no lack of 
purchasing power in the country, the 
banks are overflowing with it and there 
is a billion dollars worth of purchasing 
power hoarded. What we need is 
more of the desire to purchase, and 
when the public becomes convinced 
that business conditions are improving, 
some of the dammed up purchasing 
power will be released. 

Every measure put into operation to 
alleviate the depression has two effects, 
one resulting directly from the measure 
itself, the other resulting from the 
effect on public confidence. This is 
why the execution of huge public 
works programs is of no lasting value 
in restoring business to normal; the 
benefits received by one or two per 
cent of our population do not offset 
the impaired confidence of the other 
ninety-eight per cent who do not par- 
ticipate in the benefits, but only in the 
increased taxes. 

An increase in public optimism of 
only two or three per cent will start 
more money moving than huge sums 
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Suggests an Old-Fashioned Remedy 


spent on public works, and the worth 
of any governmental action intended to 
help business can be determined by its 
effect on public confidence. Our gov- 
ernment should try to accelerate the 
circulation of money, not by trying to 
provide more purchasing power, but by 
sharp reductions in governmental ex- 
penses and taxes. This procedure will 
tend to encourage the feeling that busi- 
ness prospects are improving, thereby 
putting to work the tremendous pur- 
chasing power already existing —J. K. 
Apams, Greenville, S. C. 


We Do Not Agree 
Editor, READERS’ ForRUM: 


Now that Congress has assembled 
we begin to hear more requests for 
balancing of the budget. During the 
last Congress the prevailing cry was, 
“Balance the Budget.” Please recall 
the dire results that would ensue if our 
legislature did not balance the budget, 
yet none of them occurred and govern- 
ment securities are now at even a 
greater premium. 

Most states, and our national gov- 
ernment as well, cannot afford to bal- 
ance the budget just now and every 
courageous patriot of this country must 
use his reserve resources in order that 
the government may go on with an un- 
balanced budget awhile longer just as 


it was forced to do in two other periods 
of our history—the depression of the 
40's and that of the 70’s. Every de 
cision made by our leadership today 
that is based upon the premise that this 
is an ordinary major depression is 
doomed to failure because it is a false 
premise. We are in the midst of our 
third super-major depression and we 
never have been able to balance our 
budget at such time. What must be 
done is to stop legalized stealing of the 
people’s savings, adjust our taxation 
system to a more fair and equitable 
basis, prevent poorly managed, mori 
bund special privileged institutions 
from using up thé savings of our peo 
ple and destroying our confidence in the 
credit system upon which our modern 
civilization is built: and, above all, our 
government must take a still more ac: 
tive part in giving every man his in 
alienable right to the opportunity to 
work for a living. 

We cannot end the depression by 
getting the other fellow’s job or by 
throwing more people out into the 
world without employment and piling 
the extra work on the backs of those 
who are fortunate enough to be em 
ployed just to balance our budget. 
Those who have the ability to sacrifice 
most must sacrifice more today. When 
the administration lowered the national 
income tax, the income tax dodgers took 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 
represent thousands of dollars in value to you. 


1. Give all necessary facts but be brief. 

2. Confine your requests to three listed securities. 

3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


This service in conjunction with your subscription should 
It is subject only to the following conditions: 








NATIONAL BISCUIT CO. 


My broker has strongly recommended 
the purchase of National Biscuit Co. I 
note that this stock is selling close to its 
1932 high and im view of the keen com- 
petition in this field especially by such 
companies as Loose-Wiles and United 
Biscuit, I would like your advice. Do 
present earnings and prospects justify 
higher prices for the early sprmg? Do 
you advise its purchase at this time for 
further price enhancement?—L. R. K., 
El Paso, Texas. 

National Biscuit Co. reported for the 
quarter ended September 30, 1932, net 
income of $3,902,692, equivalent after 
dividend requirements on the 7% 
preferred stock to 55 cents a share on 
the common stock. This compared 
with $4,280,038 or 61 cents a share in 
the September quarter of the preced- 
ing year. For the nine months ended 
30, 1932, net income 
amounted to $12,402,688 equivalent to 
$1.76 a share as compared with $14,- 
532,912, or $2.10 a share in the similar 
period of 1931. It is indicated that 
full 1932 earnings fell somewhat short 
of dividend requirements but, the com- 
pany’s strong financial position should 
enable it to continue the present rate 
during the early future even though 
not fully earned. While it is true 
that competition from such com- 
panies as Loose-Wiles and United Bis- 
cuit is becoming increasingly keen, the 
Management has demonstrated its 
business acumen in the past and we 
ave every reason to believe that 
National will continue to receive its 


share of available business. Due to 
curtailed purchasing power, sales of 
fancy crackers and other luxury items, 
which have always been a source of 
considerable profit, have declined. 
However, this end of the business 
should quickly reflect any increase in 
purchasing power of the consuming 
public. All in all, the strong position 
of the company and its promising 
longer term prospects, seem to justify 
the assumption that the stock will par- 
ticipate fully in any upturn in busi- 
ness generally. Consequently, we 
would not be averse to limited pur- 
chases of the common stock with a 
view toward ultimate price recovery. 


B. F. GOODRICH CO 


Will you kindly give me your opinion as 
to the prospects for B. F. Goodrich? Can 
companies like this hold their home 
market when depreciated foreign curren- 
cies enable foreign competition to under- 
sell regardless of tariff walls? How much 
is this company dependent upon the motor 
outlook for improved business? Do you 
believe 1933 chances of improvement 
warrant holding or would you sell on any 
price bulge and take your loss?—T. J., 
Spokane, Wash. 


Although it is likely that B. F. 
Goodrich Co. for the third successive 
year, incurred a loss from operations, 
the 1932 deficit, in all probability, 
was less than that of $8,806,567 
reported for 1931, which compared 
with a loss of $8,374,148 registered 


in the calendar year of 1930. Sales 
volume in the second half of the year 
suffered from the unseasonal buying in 
the initial six months as well as gen- 
eral curtailment in replacement and 
new business. Furthermore, weak- 
ness in prices for raw rubber doubt- 
less made necessary some year-end 
adjustments, although losses from this 
source probably were not excessive. 
While Goodrich manufactures a 
widely diversified line of products, ap- 
proximately one-half of the sales vol- 
ume is in rubber tires largely for the 
replacement market. Competition in 
this field is of the keenest, and there 
is little basis for the belief that profit 
margins can be increased during the 
early future in the face of curtailed 
demand. Moreover, the company is 
faced with increased competition in the 
rubber footwear division from foreign 
producers because of depreciated for- 
eign currency. This development is 
now under investigation, and doubtless 
the Federal Trade Commission will 
take steps to correct this difficulty in- 
sofar as it legally can. However, 
should the Commission find itself 
powerless after careful consideration 
of the facts, an act of Congress will 
be necessary, if this development is to 
be checked. It can be seen from the 
foregoing that the medium term out- 
look for B. F. Goodrich Co. is not 
favorable. Nevertheless, a careful 
study of its financial condition should 
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YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 
explains our plan and _ terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 
70 Wall Street New York 
Established 1884 

















STOCKS 
AND 


COMMODITIES 


Folder explaining margin require- 
ments, commission charges an 
trading units furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


* BROKERAGE SERVICE SINCE 1698 °° 


New York Stock Exchange 
eee New York Cotton Exchange 
embers ) Chicago Board of Trade 
and other leading exchanges 


60 Beaver St, NEW YORK 15 W. 47th St. 








ILLINOIS POWER AND LIGHT 
CORPORATION 


6% Cumulative Preferred Stock Dividend 


The regular quarterly dividend on the 
6% Cumulative Preferred Stock of the 
Company, for the quarter ending December 
31,1932, amounting to $1.50 per share, has 
been declared, payable January 2, 1933, to 
stockholders of record December 23, 1932. 

$6 Cumulative Preferred Stock Dividend 

The regular quarterly dividend of $1.50 
per share on the $6 Cumulative Preferred 
Stock, for the quarter ending January 31, 
1933, has been declared, payable February 
1, 1933, to stockholders of record January 


10, 1933. 
D. H. HOLMES, 
Secretary. 
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NEW YORK STATE 


is Served 


—by the New York State Electric & 
Gas Corporation. The stability of this 
diversified area of agriculture and im- 
portant industrial centers is reflected 
in unbroken growth of the Corpora- 
tion earnings. 


Net earnings before depreciation are 
over three times annual bond interest. 


The 4% First Mortgage Gold Bonds 
at present prices yield over 5%. 





General Utility Securities 
Incorporated 


61 Broadway New York City 


Please send me Circular A 2 





Name. 


Address. js 
SSO Sneeseoeusecseusneaesaeneseeeeuee a® 














Points on Trading 


and other valuable informa- 
tion for investors and trad- 
ers, in our helpful booklet. 
Copy free on request. 


Ask for booklet MG 6 


Accounts carried on conserva- 
tive margin. 


(iisnoum & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 























Electric Bond and 
Share Company 


























WHERE BUSINESS 
IS ACTUALLY BEING 
TURNED AWAY 


In “poor” times as well as in 
“good” times, the demands in the 
Small Loan Banking business for 
sound and profitable loans far out- 
runs the available supply of capital 
for lending. 


The astounding characteristics of 
this business and the unequalled 
investment opportunities it offers 
through Consumers Credit Service, 
Inc., a leader in this field, are set 
forth in a new 
booklet: — 


“An Oasis 
in the Desert” 
Mail coupon for 


your copy. 


CREDIT SERVICE 


ASSOCIATES, Inc. 
Graybar Bldg. New York 

















PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 68 


A regular quarterly cash dividend 
for the three months’ period end- 
ing December 31, 1932, equal to 
2% of its par value (being at the 
rate of 8 per annum), will 
id upon & ¢ Common Capital 
Brock of this Company by check 
anuary 16, 1933, to share- 
hol lers of record at the close of 
business on December 31, 1932 
The Transfer Books will ‘not be 
closed. 
D. H. Foore, Secretary-Treasurer 


San Francisco, California. 


BAYUK CIGARS INC. 


PHILADELPHIA 
A quarterly dividend of 134% on the First 
Preferred stock of this corporation was declared 
payable January 15, 1933, to stockholders of rec- 
ord December 31, 1932. Checks will be mailed. 
John O. Davis, Secretary 
December 16, 1932. 








ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 

December 27, 1932. 
Allied Chemical & Dye Corporation has declared 
quarterly dividend No. 48 of One Dollar and Fifty 
Cents ($1.50) per share on the Common Stock of 
the Company, payable February 1, 1933, to common 
stockholders of record at the close of business 


January 11, 1933. 
H. F. ATHERTON, Secretary. 


THE OUDAHY PACKING COMPANY 
Chicago, Ill, Dec. 20, 1952. 
The Board of Directors has this day declared a 
quarterly dividend of sixty-two and one-half cents 
(62%c) per share on the outstanding Common Stock 
of Fifty Dollar ($50.00) par value, payable January 
15, 1988, to stockholders of record January 5, 1933. 
4. W. ANDERSON, Secretary. 
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Answers to Inquiries 
(Continued from page 345) 
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eel 


assure holders of the stock that the 
company is well able to carry on and 
cope with the adversities in prospect. 
Since current prices for the common 
stock amply discount restricted medium 
term outlook, we are inclined to regard 
liquidation of your holdings as a sacri- 
fce and counsel against such action. 





LOEW'S, INC. 


Will you enlighten me in regard to 
Loew's earnings? I realize that earnings 

most movie companies were not so 
good for 1932 but as-a result of Loew's 
new plan for the amortization of films, I 
understand that earnings for 1932 were 
very much below 1931. Why would this 
affect earnings—actually I would think if 
anything was earned—it was earned. I 
bought my stock well above present prices 
and would appreciate your explanation of 
the above and your advice as to tts pros- 
pects and whether I should hold or sell at 
this time-—H. F. S., Scranton, Pa. 


Recent developments in the affairs 
of Loew's, Inc., throw an interesting 
sidelight on future possibilities of this 


company. With the advent of talking 


pictures which involves a higher -cost 
of production than the silent film, as 
well as in reflection of curtailed spend- 
ing power of the public, the manage- 
ment of Loew's, Inc., has found that 
the average life of a film has been con- 
siderably shortened, and that the old 
standards of amortization did not ac- 
curately reflect existing conditions. 
Accordingly, the management has re- 
vised the amortization of film write- 
offs, so that the greater percentage of 
total costs will be charged against the 
ealier life of the picture than in 
former years. Had the revised amor- 
tization rate been applied to the earn- 
ings for the fiscal year ended August 
31, last, it is reported that profits would 
have amounted to $4,333,028 or $2.33 
ashare on the common stock, whereas 

annual statement revealed net in- 
come of $7,961,314 or $4.80 a share. 


Making the telephone 
MORE VALUABLE to more people 


The constant purpose of the Bell System 

is to make the telephone worth more 
and more to all who use it. To that 
end eight helpful ways to increase the 
usefulness of the telephone in your home 
or office are listed below... . Some of 
these you may know. Others may come 
as a welcome surprise—as something 
you often have wished for without 
knowing it is so readily available. 


Extension Telephones. A great conveni- 
ence in bedroom, kitchen and living- 
room. Make stairclimbing unnecessary. 
Improve business efficiency in the office. 
Save many steps every day. 


Hand Telephones. Modern. Distinctive 
in appearance. An attractive addition to 
any room. Leave one hand free to take 
notes while telephoning. 


Portable Telephones. Plug in the wall 
like a lamp. May be moved from one 
room to another as needed. 


Individual Lines. Cost little more than 
party. line service. Assure additional 


privacy. Your line is ‘‘busy’’ only 
when you use it. 





Inter icati 2 Facilities. Provide 
for making calls from one part of the 
home or office to another or transferring 
of incoming calls without the aid of the 
central office operator. Save time and 
steps and lead to a quiet, smooth-run- 
ning establishment. 


Additional Bell Signals. For use in noisy 
locations or where it is necessary to sum- 
mon people from a distance to answer 
the telephone. 


Additional Directory Listings. Enable 
friends to locate you even though the 
telephone is in the name of husband, 
brother or sister, or another relative. 
In addition to the firm’s name, your 
own can be shown. Direct business to 
you. The cost is small. 


Telephone Planning. The telephone 
company in your city will gladly assist 
you in planning the most convenient 
telephone facilities for your g@& 
homeoroffice. Theservices § 

of telephone experts are at 

your disposal. 


Call the Business Office of your Bell Telephone Company 
Sor full information about any of the services listed above 


AMERICAN TELEPHONE AND TELEGRAPH COMPANY 











MARKET STATISTICS 


N. ¥. Times 
-—50 Stocks —, 
High Low 


57.90 56.67 
56.78 55.05 
56.02 54.85 
55.56 53.10 
56.80 24.05 53.78 52.71 
57,98 24.48 54,02 53,34 
HOLIDAY, EXCHANGE CLOSED 
57.60 24.24 64.29 
67,85 24.69 65.41 
69.12 25.40 55.28 
60.26 26.06 66.33 


Vonsequently, it can be seen that earn- 
ings during the 1933 fiscal year will be 
restricted because of the necessity of 
more liberal amortization write-offs. 
Nevertheless, such a policy augurs well 
for the longer term prospects of the 
enterprise. 

On the other hand the recently 
adopted plan for the issuance of stock 
— -_ to four officers of the 

pany, involving in the aggregate 
250,000 shares of tm Galt, 
cannot be so warmly commended. The 
personal service contract” approved 
by the stockholders, provides that these 
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N. Y. Times 
40 Bonds 


--Dow, Jones Avgs.—, 
30 Indus. 30 Rails 


60.08 27,35 
58.78 26,39 
58.97 25.88 
56.55 24,30 


Sales 


917,185 
1,000,012 
738,780 
1,297,658 
926,508 
329,699 


Monday, December 19 
Tuesday, December 20 
Wednesday, December 21.... 


801,788 
1,581,866 
1,607,685 
1,045,614 


58.27 
53.23 
53.59 
64.89 


Wednesday, December 28.... 
Thursday, December 29 
Friday, December 30 





—— —~ 
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officers may purchase 271% of their 
allotment after the first two years of 
service at $30 a share; 27!4% after 
the next two years at $35 a share and 
45% after the next two years at $40 
a share. While the management could 
have been more open in their solicita- 
tion of proxies for the approval of this 
plan, the fact that the “leading lights” 
of the corporation are willing to obli- 
gate themselves to the extent of the 
foregoing purchases, in our opinion, 
reflects their confidence in the future 
possibilities of the company. It was 
learned at the recent stockholders 
meeting that the Mayer Corporation, 
consisting of Messrs. Thalberg, Mayer 
& Rubin was paid a bonus of $922,154 
and $1,748,785 in the calendar years 
1932 and 1931 respectively, as their 
share of the profits of Loew’s after cer- 
tain deductions. Although the pay- 
ment of the foregoing bonuses may be 
entirely ethical, it is to be hoped that 
the stock purchase rights referred to 
above will take the place of future pay- 
ments of this nature. The balance 
sheet of Loew's, Inc., as of August 31, 
last, revealed an exceptionally strong 
financial position, which should enable 
the company to forestall any difficulties 
for some time ahead. Although the 
current dividend rate of $3 a share 
can by no means be regarded as 
assured, long pull possibilities are 
sufficiently attractive to warrant re- 
tention of the common stock as a spec- 
ulation. 


BANGOR & AROOSTOOK 
RAILROAD CO. 

I note that in contrast to so many rail- 
roads and industrials Bangor & Aroostook 
Railroad has shown increased earnings for 
1932. What is the reason? Do you think 
earnings will continue to increase or is this 
temporary, caused by some special situa- 
tion? Do you advise its purchase for 
averaging down original investment price, 
or is this a good time to sell with the idea 
of buying back at lower prices later on?— 
V. M. O., Charleston, S. C. 


The improved earnings showing reg- 
istered by the Bangor & Aroostook 
R. R. Co. during the first ten months 
of 1932, as compared with the cor- 
responding interval of 1931, is attrib- 
uted to the delayed movement of the 
1931 potato crop, which did not take 
place until the early months of 1932. 
Thus, the abnormally heavy traffic 
registered during the early part of last 
year more than offset subsequent siz- 
able declines in car-loadings. In the 
ten months ended October 31, 1932, 
net income amounted to $603,355 
equal, after preferred dividends, to 
$2.82 a share on the common stock, 
against $538,140 or $2.36 a common 
share in the first ten months of 1931. 
The decline in car loadings during 
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October and November indicated that 
a large part of the 1932 potato crop 
has been held over to await more favor- 
able prices next spring. Nevertheless, 
while operating results during the final 
two months of the year doubtless added 
little to the profits showing for the 
first ten months, earnings for the full 
1932 period in all probability were 
sufficient to provide ample coverage for 
fixed charges and preferred dividends, 
and leave a balance to enable mainte- 
nance of current annual $2 dividend 
rate on the common stock. The finan- 
cial condition of Bangor & Aroostook 
as of October 31, last, was exception- 
ally liquid; the road has no bank loans, 
nor is it confronted with any sizable 
funded debt maturities for several 
years. Inasmuch as earnings are 
largely subject to the vagaries of the 
potato crop, the common stock must be 
regarded in a speculative light. Re- 
tention of the shares is warranted; but 
we are not inclined to endorse increas- 
ing your risks through additional com- 
mitments. 


WESTERN UNION TELEGRAPH 
Co. 


I have heard that a small increase in 
business would benefit Western Union's 
earnings. Have sufficient economies been 
made in operating expenses to warrant this 
hope. Will present surplus equipment add 
an extra burden when business picks up? 
I have some of this stock at very much 
higher prices. Do you think tt will pay 
me to hold or would you switch, to some 
other company with greater prospects?— 
L. L. R., Omaha, Neb. 


Earnings of Western Union Tele- 
graph Co. have declined sharply during 
the current depression, operations 
during the first ten months of 1932 
having incurred a loss of $848,344 in 
contrast with profits of $5,411,545 in 
the corresponding interval of 1931. 
Obviously, general business apathy 
has contributed to a large extent to the 
decline, but more important, if we are 
to look into the future of the enter- 
prise, has been the increased compe- 
tition from reduced long distance tele- 
phone rates. The latter development, 
coupled with such factors as air-mail, 
radio and possibly television makes for 
considerable confusion in attempting 
to forecast earnings recovery of West- 
ern Union over a period of years. 
Of course, it is quite possible that the 
company, realizing the current trend 
may revamp its system in such a 
manner as to successfully cope with 
the anticipated increased competition. 
Thus, leaving the longer term develop- 
ments to some future date, let us re- 
turn to immediate prospects of the 
enterprise. Admittedly, the present 
capitalization of Western Union is 
burdensome in relation to current 


earning power. Nevertheless, opera. 
ting expenses have been cut to the 
bone, and it is believed that earning 
power of the company would k 
materially benefited by but a slight in, 
crease in business. Assuming, there. 
fore, that Western Union Telegraph 
Co. has already passed through the 
worst stages of the depression, resump 
tion of more profitable operations js 
not far off. While the common stock 
no longer enjoys the investment esteem 
of the years gone by, speculative com 
mitments might be retained with a 
view toward future developments. 


GREAT NORTHERN RAILWAY 


I have a small block of Great Northern 
preferred purchased in 1931 at an average 
price of about 18. Do vou think that the 
worst is over for this company? With ag. 
ricultural products making up about 22% 
of their freight and the main crop movement 
being in the fall, it is rather hard for me 
to be optimistic as to early 1933. What 
are the real prospects? Do you you ad- 
vise me to continue holding?—A. L. M.,, 
Chicago, IIl. 


The two most important commodi- 
ties that make up the car-loadings of 
Great Northern Railway are iron ore 
and wheat. In point of tonnage vol- 
ume, the former ranks first although 
from the standpoint of freight receipts, 
transportation of wheat and other agri- 
cultural commodities is the more profit 
able. The meagre ore shipments 
during last year combined with the 
tendency’on the part of the farmers to 
hold the wheat crop for better prices, 
resulted in a sharp falling off of 
carloadings and earnings for the 
period. Recent reports indicate that 
last year’s net results aggregated less 
than half of the road’s total fixed 
charges for the period despite drastic 
economies effected during the year. 
Nevertheless, Great Northern is one of 
the few roads that has not found neces 
sary the solicitation of financial aid 
from the Reconstruction Finance Cor 
poration. Financial condition of the 
road is quite strong, total current assets 
as of August 31, last, amounting to 
$27,161,829 against total current lia 
bilities of $17,338,641. Admittedly, on 
July 1, 1933, $41,963,000 assumed 
mortgage bonds of a subsidiary fall due, 
a factor that is likely to restrict market 
action for the preferred stock during 
early ensuing months; but it is not be 
lieved that refinancing of these obli 
gations will prove a serious handicap 
to the road. Furthermore, earning 
power of the road under more favor 
able agricultural and business cot’ 


ditions is substantial and since the pre’ | 


ferred shares represent the only capita 
stock outstanding, quotations shoul 
reflect general improvement as it ap’ 
pears in evidence. On the basis that 
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Profit Through 1933 
Market Movements 


1933 will be a year of financial recovery—for those who take shrewd and definite 
measures to recoup their losses and build up their capital or equity. 


It will mark tremendously increased values for selected issues—which will be among 
the leaders in each market advance. The profit possibilities of funds employed in 
these securities will be great. But equally important will be strict avoidance of the 
laggards and “soft” spots. 


The Forecast Will Be of the Greatest Value 
to You Now and During Coming Months 


Let our staff of experienced market and security specialists anticipate and interpret for you the 
many factors that control security prices and advise you what and when to buy and sell so that 
you may constantly keep your “buying power” employed in those commitments which offer the 


best profit opportunities. 


Substantial Profits Ahead 


The market averages have withstood many important adverse factors without threatening last July’s 
With these bearish developments discounted, and improved sentiment after the turn of the 


lows. 
Don’t miss this opportunity for substantial profits. 


year, a sustained market recovery is in sight. 


7 outstanding common stocks—3 dividend-payers in our Bargain Indicator and 4 low-priced issues 
in our Unusual Opportunities will be recommended to you. Of course, Trading Campaigns are 
conducted right along. With a capital or equity of $800, you can take full advantage of our 
Trading Advices or Bargain Indicator. $500 is sufficient for our Unusual Opportunities. 


Place your subscription to the Forecast now by 
mailing the coupon below with your remittance. 
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This Complete Service for Six Months Only $75 


(a) 
Trading Advices following 
intermediate rallies and de- 
dines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and semi-invest- 
ment securities). 
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(b) 
Speculative Investments. 
Low-priced common stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


(c) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 


send us with your subscription a list of your security holdings for our analyses and recomm 
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prevailing prices for the shares discount 
the worst aspects of the situation, we 
are inclined to advocate further reten- 
tion of present holdings as a long term 
speculation. 


GENERAL MOTORS CORP. 


Kindly advise me with regard to General 
Motors common. Do you believe its divi- 
dends will be cut or omitted in face of 
steadily declining sales? Would you con- 
tinue to hold 200 shares of stock bought 
at 32%4, or is the automobile situation so 
discouraging at this time that you would 
sell now and invest in some other industry 


with more certain prospects?—S. E., 


Darien, Conn. 

As the result of a net loss amounting 
to $4,464,229 incurred from opera- 
tions during the September quarter of 
1932, net income of General Motors 
Corp. for the first nine months of the 
year declined to the equivalent of 8 
cents a share on the $10 par common 
stock, from per share results of $2.08 
in the corresponding interval of 1931. 
In order to lighten dealer inventories, 
sales were intentionally restricted dur- 
ing the final three months of the year, 
and in all likelihood, the loss incurred 
in the final half more than offset profits 
registered during the first six months. 
Furthermore, there is increasing evi- 
dence that consumer demand for auto- 
mobiles probably will be limited during 
early ensuing months, which factor, 
coupled with increased competition 
with attendant lower profit margins, 
makes for considerable uncertainty 
with regard to maintenance of current 
dividend payments on the common 
stock. Should the public response to 
the new 1933 models of the company’s 
automobiles prove less enthusiastic than 
anticipated, some revision in dividend 
policies, in line with the conservative 
policies of the management appears 
certain despite the vast resources of 
the company. Nevertheless, the strong 
financial condition of the company 
should enable it to weather a pro- 
tracted period of curtailed activity 
with little difficulty. Furthermore, 
with the dealer position improved, 
General Motors is in an_ excellent 
position to take advantage of any sus- 
tained pick-up in consumer demand, 
which might develop in the latter 
months of the current year. Accord- 
ingly, therefore, we are inclined to 
counsel retention of your 200 shares as 
a speculation. 


AMERICAN CAN CO. 


As a new subscriber, I will appreciate 
your advice in the matter of 100 shares 
of American Can, bought in 1931 at 96. I 
would like to know tf its current business, 
and its present financial position indicate 
that current dividends can be maintained? 
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1! would like your opinion as to whether its 
immediate future warrants retention of the 
stock?—C. L. A., Annapolis, Md. 


The American Can Co., as one of 
the leading manufacturers of tin con- 
tainers, suffered a falling off in earn- 
ings as a result of curtailed food packs 
in 1932. Unofficial estimates place 
full year 1932 earnings in the neigh- 
borhood of $3.40 a share on the com- 
mon as compared with actual earnings 
in 1931 amounting to $5.11 a share. 
However, on October 20, 1932, it was 
announced that general line sales had 
shown a considerable improvement as 
contrasted with a definite decline in 
this business in October, 1931. This 
pick-up was believed to be due largely 
to a seasonal increase in demand for 
industrial containers. As a result of 
lower food packs in 1932 it may be ex- 
pected that inventories of canned goods 
have been reduced accordingly, thus 
creating a potential demand which 
should be felt in the not too distant 
future. This falling off in demand for 
tin containers is largely traceable to 
curtailed purchasing power of the con- 
suming public, and~to the resultant 
stimulation of home canning. While 
a material gain in net earnings is not 
in early prospect, the basic nature of 
the company’s business may be relied 
upon to quickly reflect any improve- 
ment which may come about in gen- 
eral industrial activity. The financial 
position of the company is such that 
the present dividend rate of $4 an- 
nually could be continued, although 
directors may decide to revise disburse- 
ments to a rate more in line with 
present earnings. Nevertheless, we 
feel that American Can’s longer term 
outlook is promising and advocate re- 
tention of present holdings. 


BEST & CO. 

The market action of Best & Co. ts 
very disappointing to me. Is their ex- 
pansion into the suburban territory work- 
ing out or is this largely responsible for 
their decreased earnings? What are 
their prospects for early 1933? I have 
100 shares purchased at about 30, do you 
think it wise to continue holding?— 
T. K. O., Akron, Ohio. 

Best & Co. occupies an outstanding 
position among New York City de- 
partment stores, specializing in high 
grade women’s and children’s apparel, 
although a limited line of men’s 
clothing is also carried. While the 
company has established units in sev- 
eral suburban localities during the past 
few years, the management remains 
centralized, all merchandise being pur- 
chased and priced at the main office 
from which the branches are serviced. 
Since the concern deals primarily in 
quality merchandise, it has been un- 
usually hard hit as a result of the shift 


of purchasing habits to bargain mer. 
chandise. However, Best & (Co 
possesses sufficient flexibility to enable 
it to conform to changing conditions, 
While it is probably true that the ex. 
pansion program carried on in recent 
years would not have been attempted 
if present conditions could have been 
foreseen, this expansion has been 
financed entirely out of earnings. Con- 
sequently, the company has not added 
to its long term debt, this having 
amounted to only a $950,000 5% 
mortgage on its Fifth Avenue premises, 
as of January 31, 1931. The com 
pany reported net income of $10,545 
for the six months ended July 31, 
1932, equivalent to 1 cent a share on 
the common stock. This compared 
with net income of $525,464 or $1.73 
a common share in the similar period 
of 1931. Earnings of Best are likely 
to coincide with general business con- 
ditions, and we feel that patience on 
the part of shareholders will be amply 
rewarded over a period of time. 


CONSOLIDATED OIL CORP. 


What do you think of additional pur- 
chases at this time of Consolidated Oil 
Corp. for a speculative rise? I am holding 
some and would like to average. Is it true 
that the oil industry is in an improved 
condition—do you think the earnings for 
this company will show greater improve- 
ment during early 1933? If this stock is 
likely to advance I sure want to buy som 
more and will appreciate a prompt repl 
R. F. K., Wilmington, Del. 


Consolidated Oil Corp., which came 
about as a result of the consodli- 
dation of Sinclair Consolidated Oil, 
Prairie Pipe Line and Prairie Oil & 
Gas, represents one of the largest in- 
dependent oil units in the business. 
Since the company was not formed 
until early in 1932, no direct com 
parison of earnings with previous years 
is possible. However, it is significant 
that the company was able to report 
earnings of 5 cents a share on the 
common, for the five months end 
June 30, 1932. This was in marked 
contrast to a deficit of approximately 
$40,000,000 reported by the Sinclair 
and the two Prairie companies in the 
corresponding period of 1931. The 
financial position was strong, net work: 
ing capital aggregating some $119,000, 
000 as of January 31, 1932. While 
it is true that a temporary reduc 
tion in both crude oil and gasoline 
prices has been necessary, the 
industry should be able to further 
extend the improvement brought about 
in 1932. The possibility of overpt 
duction continues as a threat to 
industry generally, but it is believed 
that producers realize that co-operation 
is a prerequisite to profitable operation 
Furthermore, continued absorption ° 
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the smaller independents is likely. to 
ontinue at an accelerated pace; thus 
eventually production should be more 
readily controlled. While the com- 
mon stock of Consolidated Ojl must be 
regarded as speculative, the strong 
financial position of the company 
should enable it to weather a pro- 
tracted period of restricted earnings, 
and at current levels it appears under- 
valued when consideration is given to 
its longer term potentialities. 








Price Recovery or Debt 
Adjustment? 


(Continued from page 321) 








Britain to inflationary measures. For 
example, the creation of vast internal 
war debts made France virtually an in- 
solvent debtor to her own investors. 
The purpose of devaluing the franc 

80 per cent was to relieve the 
French Government of an unpayable 
burden of debt. In this country 
agitation for inflation is in behalf of 
the Private debtors. We have no such 
Impossible war debt as was erected in 
France, Germany and England. Our 

vernment is solvent and perfectly 
capable of meeting its obligations. It 
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GENERAL MILLS, INC. 


COMMON 
STOCK 
DIVIDEND 


December 29, 1932. 
Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of 75 cents per share upon common stock of the 
company, payable February 1st, 1933, to all 
common stockholders of record at the close of 
business January 14th, 1983. Ohecks will be 

mailed, Transfer books will not be closed. 
(Signed) K. E. HUMPHREY, Treasurer. 
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Everything is nearby... 
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Every room is outside with bath, 
Servidor, circulating ice-water 
and bed-head reading lamp. 
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A great hotel in a great city 


LEONARD HICKS, Managing Director 
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is largely for this reason, unlike the 
reason of sheer necessity in Europe, 
that we can not undertake to follow 
the French and the English in mone- 
tary devaluation without wrecking 
credit confidence. 

In summary, it appears that neither 
the natural factors of supply and de- 
mand nor artificial remedies offer any 
real prospect for a recovery in com- 
modity prices to the 1922-1929 level. 
If so, it follows that sooner or later 
all elements of our economic structure 
which are still clinging to “New Era” 
standards of normality will have to be 
adjusted to a lower price base. This 
gradual, irregular, individual process 
of deflation, of course, is already going 
on. 


Income and Wealth 


The total of public and private debts 
in this country in 1929 was estimated 
at 203 billions of dollars and the 
national wealth at 360 billions. The 
national wealth now is estimated at 
200 billions and the national income 
is probably less than 40 billions an- 
nually. In terms of both wealth and 
income, fixed charges of at least 10 
billions a year on these debts—not to 
mention taxes of more than 10 billions 
—have become at least doubly onerous 
since 1929. 

Such generalization, however, is 
misleading. Unquestionably the major 
part of the 203-billion-dollar debt 
structure is either economically sound 
or capable of orderly and natural ad- 
justment. Thus, corporate debts are 
estimated to total 76 billions. There 
is no way of estimating what portion 
of these obligations are supportable out 
of present earning power or are 
capable of being carried out of ac- 
cumulated reserves until business im- 
proves, but certainly it would be fan- 
tastic to dream of anything like a 
general default. 

For practical purposes, we are most 
concerned with those items in the 
debt structure which are hardest to 
support and which relate most directly 
to public confidence. Several stand 
out like sore thumbs, namely: govern- 
mental debts; urban and agricultural 
mortgages; and railroad bonded in- 
debtedness. 

Both in debts of 39 billions and in 
the current rate of spending, local, 
state and national government remain 
stubbornly on the “New Era” basis, 
reluctant to admit that it can not be 
further supported. Along with 
wages and prices, this burden will 
have to be deflated. This is one of 
the major adjustments on which it is 
imperative that we make substantial 
progress in 1933. 

Urban real estate mortgages total 
37 billions and farm mortgages 9 bil- 
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lions. This aggregate debt, of course, 
defies generalization. What portion 
of the values originally represented 
have disappeared in thin air during 
the depression is not subject to esti- 
mate. No doubt the loss is large, but 
the formal acceptance of it which so 
many apparently regard with dread 
should by no means be a national 
calamity, even though it involved 
over a period of several years a large 
number of individual defaults and 
transfers of ownership. Within the 
limits of this article it is not possible 
to cover the full scope of this prob- 
lem. A single interesting example of 
adjustment, however, is worth citing. 

In a small New England town a 
debtor appealed to the directors of 
the Building and Loan Association 
which held a $6,000 first mortgage on 
his home. He said: 

“Gentlemen, my equity in this house 
has vanished. Part of your equity is 
no longer there. I have no work and 
no money. If you foreclose your mort- 
gage the process will cost you $300. 
I propose to deed the house to you. 
I ask that you let me continue to live 
in it, rent-free, until next April, that 
thereafter I pay you $35 a month rent 
and that you give me first chance to 
buy the house back should that prove 
possible.” 

In this situation what could the 
creditor do? It accepted a loss that 
had already been established. The 
debtor retained his home at a monthly 
cost less than 50 per cent of what it 
had been when he was struggling to 
carry a debt no longer supported by 
the original values behind the mort- 
gage. Nor is even the question of 
security involved. If his position is 
insecure as a renter, it was even more 
insecure as the theoretical owner of a 
vanished equity and the vassal of a 
mortgage. 

Property is of no value unless pro- 
ductively used. A formal transfer of 
ownership means adjustment of price 
and debt to a supportable level. Let 
us imagine that all farm mortgages 
were foreclosed. What would hap- 
pen? Individual farmers in some 
cases might be dispossessed, but in the 
aggregate the present farm population 
would continue to operate the farms. 
There is no other group to do it. As 
renters or as installment purchasers— 
which is exactly what they are now— 
they would continue to have shelter 
and a means of livelihood. The 
creditor with a foreclosed farm on his 
hands becomes the bargainer, rather 
than the defaulting debtor. To save 
any part of his equity he will either 
rent on a fair basis or enter into a new 
sale at deflated price and mortgage, in 
either of which events the farmer's 
current position is improved. 

Railroad bonded debt, intimately 


tied up with the investments of our 
fiduciary institutions, totals more than 
10 billions. So far as public sentiment 
goes, a relatively few “sour situations” 
in it tends to spoil the whole barrel 
of apples. The cream of these bonds 
is held by the banks and insurance 
companies. The actual ultimate los 
to be involved in such reorganizations 
as prove necessary can easily be ex. 
aggerated. The huge total of debt 
represented by underlying bonds will 
not be substantially affected. More- 
over, secondary and speculative ail 
bonds are already selling at market 
prices which, in the main, adequately 
discount existing economic values, 
Aside from the unavoidable psycholog- 
ical effect upon a public which has 
been misled into believing that a price 
recovery will solve all problems, formal 
recapitalization would involve no fresh 
bond losses. 

On these chief sore spots of debt 
we need above all in 1933 a realistic 
acceptance of the inevitable. Political 
leadership, if it is wise, can do much 
to lead public sentiment in the right 
direction. To do so, it must itself first 
take its head out of the sand, see the 
truth and forsake the diet of nostrums. 
Nothing would so bolster confidence 
as a realistic deflation of governmental 
costs and a cessation of governmental 
borrowing. On the example thus 
given, it should be possible for remain- 
ing necessary adjustments of private 
obligations to proceed in orderly 
fashion. 








Banks Do Not Fail In Other 


Countries 
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is amended to the extent that a national 
bank having its head office near a 
boundary line may penetrate another 
state with its branches within a radius 
of fifty miles. 

At present only fourteen states spe 
cifically prohibit branch banking to 
their own banks, although some of the 
others have no law on the subject. 


Branch Banking Approaches 


There is a fair prospect that regional: 
ized branch banking will be authorized 
this year. It will doubtless be followed 
by the rapid absorption of smaller 
banks by larger ones. A majority of 
the country’s great bankers are satis: 
fied that regional limitations are desir 
able in such a vast and populous coun: 
try as the United States with its varied 
economic interests. Some of them, for 
reasons of self-interest, prefer no & 
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tension of branch banking, as they be- 
lieve that there is more profit for them 
in a great system of correspondent 
banks than in one of common owner- 
ship. However, there is scarcely a great 
banker in the United States (however 
inarticulate he may be for publication) 
who does not believe that branch-bank- 
ing is indispensable to the eradication 
of bank failures, whatever other changes 
may be necessary. The most notable of 
these is the merging of state and 
national bank systems, bringing all 
chartered banks under the Federal 
power and abolishing the ancient and 
seemingly honorable “competition in 
laxity.” Wise heads in Washington 
are now meditating the abolishment of 
state banks—possibly by another ex- 
ercise of the Federal power of taxation. 
That would automatically bring all 
competent banks into the Federal Re- 
serce System—strengthening them and 
improving the efficacy of the system. 

Branch-banking has been a slow 
growth in most countries, and it has 
gone through stages of evolution some- 
what comparable to those that are in 
process in the United States. Pretty 
much all banking in England is now 
in the hands of the “Big Five” systems, 
although branch-banking was long held 
back by the opposition of Parliament 
and people to great chartered banks. 
Bank failures were quite in vogue in 
England during times of business crisis 
and depression in the first half of the 
last century. Formerly, the chartered 
banks all had the right of note issue, 
but that is now restricted to the Bank 
of England, which has become the Cen- 
tral Bank, although it also carries on 
commercial banking. The last impor- 
tant bank failure in England was in 
1893. There has been none during the 
present critical period. 

Chartered banks with branches came 
early into favor in Scotland and that 
country has been remarkable for the 
stability of its banking institutions. A 
few banks do all the public banking 
of the nation. They have a limited 
power of note issue. Banking institu- 
tions are more numerous in France 
than in Britain but a few great branch 
banks do most of the business, includ- 
ing the Bank of France, which is both 
the Central Bank and a competing 
branch bank system. It, only, has the 
power of bank note issue. Failures are 
rare in France, although two or three 
banks would have failed two years ago, 
but for the intervention of the govern- 
ment and other banks. 

Canada has a system of branch 
banks, now reduced to ten in num- 
ber, but their 3,800 domestic branches 
provide a banking agency for every 
3,000 people against one for every 
6,000 in the United States. There 
is no central bank but each of the 
chartered banks has the note issu- 
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ing power, and their notes are the 
principal money of the country. 
No bank has failed in Canada during 
the depression. There have been in 
the past some failures, and some re- 
organizations and mergers that were 
equivalent to failures, but intervention 
of other banks has usually protected 
the depositors. It is agreed that 
Canada would be sprinkled with bank 
suspensions at this time if it were not 
for the fact that commercial banking is 
in the hands of a few great banks with 
branches all over the country. Much 
complaint, however, is heard in Canada 
of the consequences of excessive cen- 
tralization, such as the consolidation of 
banking resources in a few eastern 
cities, the “tyrannical” power of a 
handful of great bankers, diversion of 
funds from home localities to specula- 
tion and big industry in remote cities 
and even in Wall Street, while credit 
is starved for local purposes. It is fre- 
quently asserted that a branch of a big 
bank, usually managed by a mere clerk, 
is in no way a substitute for a local 
bank. Branch banking is not com- 
pulsory but capital requirements and 
competition makes it inevitable and also 
tend toward further consolidations. It 
is freely predicted in the branch- 
banking countries that further consoli- 
dations will lead to the assumption of 
the banking function by the state or 
virtual complete state control. 

But whatever its faults the fact re- 
mains that branch banking seems to go 
hand-in-hand with immunity from fail- 
ure. The United States can and prob- 
ably will find a happy mean in 
regionally restricted branch-bank sys- 
tems—systems large enough, strong 
enough and sufficiently diversified in 
patronage to weather any storm—pro- 
vided they are soundly managed, yet 
numerous enough to stand for adequate 
regional financial independence. But 
with branch-banking must come not 
only more rigid banking statutes but 
greater powers of public supervision 
and control. The failure of a single 
great branch bank system, in Canada 
for example, would be equivalent to the 
failure of more than 600 or 700 small 
United States banks and the psychologi- 
cal shock would be worse. A big bank 
with many supporting branches is not 
necessarily a sound bank; but most 
small banks are inherently unsound, in 
the severest sense of the word, simply 
because they are small and isolated. 
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New Factors Bid for Cigarette 
Profits 


(Continued from page 335) 








fact remains that ten-cent manv- 
facturer is making some money and 
has succeeded in giving the fifteen 
cent man a severe jolt. Are the 
Big Four going to permit that this 
continue and, if not, what steps might 
they take? When discussing the pos- 
sible outcome of a war it is, of course, 
essential that the resources of the re- 
spective parties be taken into considera- 
tion, and in this repect the fifteen-cent 
manufacturer is better situated by far. 
Indeed, Brown & Williamson, con- 
sidered as British-American, is the only 
member of the ten-cent group which 
is at all comparable with the opposi- 
tion. Resources, however, are not the 
only factor which must be considered 
by the Big Four if they decide to de. 
clare war with direct action. 


The Price Weapon 


Suppose American Tobacco, Rey- 
nolds, Liggett & Myers and Lorillard 
were to reduce the price of their prod- 
uct to a point where it competed 
directly with the ten-centers. It would 
mean that they could no longer adver- 
tise out of profits and it is undoubtedly 
to advertising that they attribute the 
immensity of their present business. It 
would mean a terrible blow to their 
profits and to this their stockholders 
would certainly have something to say. 
Finally, it is by no means certain that 
such a move would eliminate the ten- 
center. He would certainly spring up 
again at the first attempt to re 
establish the old price level. So far, 
the Big Four have confined price-cut- 
ting tactics to tins of fifty cigarettes 
which are available at 27 cents, or 2 
cents more than that at which an equal 
number of ten-centers can be bought. 
Incidentally, the higher cost of the tin 
and the reduction in price already 
spells somewhat lower earnings for the 
large manufacturer. 

Despite the fact that it has certain 
obvious and definite disadvantages, it 
is just possible, however, that the Big 
Four will decide that price cutting is 
their best move. Nothing definite is 
known of their plans, but there have 
been persistent rumors—equally per 
sistently denied—of a reduction in the 
fifteen-cent product to a point where 
the dealer could sell them for ten cents. 
It has also been said that the American 
Tobacco Co. would introduce a special 
fighting brand of ten-center. If any 
thing like this were to take place, the 
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other members of the group would un- 
doubtedly have to take similar action. 

But all this may be unnecessary. 
Suppose, for example that the Federal 
tax on Cigarettes were raised from $3 
a thousand to $3.50. No ten-cent 
cigarette manufacturer has a margin of 
profit as wide as this difference, or any- 
thing like it, so that he would be forced 
to raise the price. A cigarette selling 
for 11 or 12 cents a pack would hardly 


have the same price appeal as the pres- - 


ent ten-center, particularly in view of 
the fact that the fifteen-cent product 
might well remain as it is. 

Also, it has been suggested that ris- 
ing tobacco prices might eliminate the 
ten-center. Owing to the exceedingly 
small crop this year, quotations are ma- 
terially above those of 1931. There is, 
however, a large carry-over which will 
probably limit any further rise to 
moderate dimensions. But even if 
there were a sharp rise in prices from 
this level—aided perhaps by spirited 
bidding on the part of buyers for the 
Big Four—the sudden death of the ten- 
cent manufacturer does not follow. In 
the first place, by foregoing his profit 
the ten-cent man could probably stand 
a 30% or 40% rise in prices from this 
level and still stay in business without 
actual loss of money. He would prob- 
ably be willing to do this for the sake 
of establishing his brands. In the sec- 
ond place, he too has an inventory. It 
does not, of course, compare with the 
stocks held by members of the Big 
Four, but it is nevertheless fairly sub- 
stantial in relation to the amount of 
business currently being done. In some 
instances, the ten-centers’ tobacco sup- 
plies are known to be sufficient for 
more than two years’ operation at the 
present rate. If they are all able to 
operate for this length of time, it is 
clear that any rise in tobacco prices, not 
economically justified for the longer- 
term, could not possibly deal effectively 
with the situation. Moreover, the ten- 
cent man could raise his wholesale 
price quite a little to compensate for a 
rise in tobacco and still enable his prod- 
uct to be retailed for ten cents. It is 
true, however, that rising tobacco 
prices will cramp the small man by 
narrowing his margin of profit and 
make it more difficult for him to ex- 
pand by putting a limit to the inven- 
tory he can carry with a comparatively 
small capital. He will have to demon- 
strate more conclusively that the busi- 
ness is a profitable one before any large 
amount of capital can be attracted, 
although Axton-Fisher succeeded in 
selling $1,000,000 worth of stock a 
short time ago. 

It must always be remembered that 
the Big Four can do anything the ten- 
cent man can do, and can then go the 
latter several better. They may lose 
a little money, but they can do it. 
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Moreover, it is yet to be demonstrated 
that the present craze for cheapness 
will last. The Big Four’s product is 
thoroughly established, tremendously 
popular and is better packed. If it is 
possible to apply such standards to ciga- 
rettes, it is also in all probability the 
better product. 

Furthermore, there is some evidence 
that the ten-cent cigarette has now re- 
ceived its first and most important 
burst of enthusiasm. Production is re- 
ported to be flattening out somewhat. 
Also it may, or may not, be significant 
of the temporary character of the ten- 
cent business that the leadership of the 
field has not remained in the hands 


of the first to get away. “Paul Jones” 
and “White Rolls,” the first to start, 
now lag behind “Wings” and “Twenty 
Grand.” This, the fifteen-cent manu- 
facturer contends means that the 
cheaper product is competitive as a 
novelty, but soon dies down. 
Whether the ten-cent cigarette is 
really a menace to the fifteen-center 
undoubtedly depends upon its progress 
from this point. Until such concrete 
evidence is available, it would seem that 
investors in the stocks of the American 
Tobacco Co., R. J. Reynolds Tobacco 
Co., Liggett & Myers Tobacco Co., and 
the P. Lorillard Co. need not become 
unduly alarmed over the new com- 
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Quotations as of Recent Date 


1982 
Price Range 

Recen 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 90 45% 

Alum. Co. of Amer. Pfd, (3).. 67% 338% 41 
Amer, Cit. P. & L. B......... 8 % 4% 
Amer, Cyanamid B........... 8% 1% 3% 
Amer. Founders ............. Y 13/16 
Amer, Gas & Elec, (1)....--. 41% 14% 29% 

Amer. Lt, & Tr. (2)......... 10 15 
Amer. Superpower .......... 10% 1% 4% 
Assoc. Gas Elec, ‘‘A’’....... 5 % 1% 
Brasfl FT, Te BBy.ovccccecces 13% 7 8% 
Buffalo, N. as = P. Pfd (1.60) 23% 15% 20% 
Cities Service .......-+-+..... 6% 1% 2% 
Cities Service Pfd. .......... % 10 13% 

Cit. Sv. P. & L. $6 Pfd...... 50 11 ll 
Commonwealth & So. bg 1 3/16 A 
Consol. Gas Balt, (3.60)..... 69% 37% 64% 
era eae 8% 2 6% 
ba ee Gi ws obi ek 18% 8% 8% 
Duke. Power ES ree 13% 31 54%, 


Elec. Bond & Share (6% stk.) 48 5 17% 
Elec. Bond & Share Pfd, (6).. 67 19 
Elec, Pr, Assoc, (.60).......- 9 2% 8% 


Ford Motor, Can, A.......... 
Ford Motor, Ltd. 


1932 
Price Range 

Recent 
Name and Dividend High Low Price 
General Aviation ............ 5% 1% 2% 
Goldman Sachs T.....-...... 5 1 3% 

Gt. A. & P. Tea N. V. (7)... 168 103% 144 
og SO a arr 44% 23 26%, 
Hudson Bay M. & 8......... 5 % 2% 
Humble Oil (2) ............. 55 355 43% 
Inter. Petrol, (1)........... 12% 8 10% 
Nat. Bellas Hess ........... 2% 1 1% 

Nat. P. & L. = Ee 80% 35 65 
gg % Miming ...--.2c.00. 28% 4% 14% 
a Pfd. 5 eg) eae ai 115% 98 114% 
Miences Hudson Pwr. (1.20). 20 1% 14% 
Penroad Corp. ........-+-++++ 4% 1 1% 
St. Regis Paper ............. 8% 1% 2% 
Salt Creek Prod. (1)......... 5% 2% 3% 

Singer Mfg. (8) ............ 138 15 95 

Sou. Cal. Edison Pfd. B (1%) 25 17% 23 
Standard Oil of Ind. (1)...... 25% 18% 21% 


as ga of Ky, (1.20)... 15% 8% 10% 
18% 


PAE eacone sans 10 14 
United Founders ............ 8% 6/16 1 
United Gas Corp. ......--..- 4% % 1% 
United Lt. & Pow. A........ 9% 1% 38% 











petitor. Particularly is this so in view 
of the fact that these securities have 
declined quite drastically in price and 
have discounted, at least in part, the 
companies’ somewhat lower earnings for 
the present year. The decline in earn- 
ings, however, should not endanger the 
regular dividends currently being paid 
by any member of the Big Four. Very 
substantial further losses will have to 
be shown before an investor will be 
subjected to this hazard. Neverthe- 
less, it would be foolish not to keep in 
touch with the situation. 








Labor Turns Left 
(Continued from page 325) 








ards for determining economic balance. 

G—National economic planning. 

It will be observed that the lettered 
planks, with the exception of “A” call 
for legislative action and that in every 
case they are designed to limit the 
powers and functions of finance and 
industry. 

And thus we have this situation: 
While labor has thrown into the in- 
dustrial arena a new and startling note 
of militancy in behalf of the shorter 
work-week, it has thrown into the po- 
litical arena a program which, if en- 
acted, would alter the present order 
fundamentally. 

American labor, J think it accurate 
to say, believes in the present system. 
It believes in private property. It be- 
lieves in representative government. It 
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believes in personal freedom that does 
not destroy the freedom of other 
persons. It believes in religious free- 
dom. It believes in the soundness of 
the United States Constitution and in 
the right to enact and repeal amend- 
ments. It has denounced every other 
political or economic system now 
known, including monarchy, autocracy, 
communism and fascism. It holds to 
the belief that it adopted in Cincinnati 
a program calculated to so change or 
modify the present system as to remedy 
what labor believes to be intolerable 
abuses and evils. I think an honesty 
of purpose and of view must be con- 
ceded. 

The suggested modifications go far 
and strike deep. For example, fed- 
eral licensing of corporations engaged 
in interstate business means more than 
is seen on the surface of the simply 
stated demand. To license means to 
restrict. Licenses are granted upon 
conditions and they may be revoked 
for stipulated cause. 

If our great corporations engaged 
in interstate business were to be li- 
censed within the next decade it would 
be important to be informed now as to 
the possibility. It is not confidential 
information that labor leaders do not 
expect to wait that long. They point 
to an ever-faster whirling of the great 
wheels on which turn the fate of men. 

Observe next the matter of economic 
planning. Analyze for a moment. 
Economic planning, or any other plan- 
ning, implies a planning power. A 
planning power means loss of freedom 
to plan individually. A planning 
power, if one comes into being, will be 


a power delegated or a power seized, 
perhaps by force of legislation. Again 
a restriction of present widely scat- 
tered powers is contemplated. Man: 
festly, I think, the purpose of planning 
is to modify production and distribu- 
tion. The method is for the future to 
disclose, but speculation would suggest 
the power to change working hours and 
wage rates, perhaps to forbid new 
plants on the ground of “lack of public 
convenience and necessity.” If it is 
said that this would destroy private 
property rights and that anyway it 
cannot be done, the men who wrote the 
plank in Cincinnati would have an- 
swered, as they did in private conver- 
sations, “it has happened to railroads 
and they are still private property.” 

The purpose of stiffer income and 
inheritance taxes is obvious and the 
demand is not new. It fits with the 
general program of fighting for a new 
distribution of wealth, but “Recog- 
nition of the equities of workers” in 
the industries of the nation, is some- 
thing decidedly new. 

If words have not changed their 
meaning it may yet turn out that this 
plank strikes deeper than the others. 
Equities are rights; they have the 
character of titles; they are in the 
nature of something that can be owned; 
something that a man has a right to. 
Through all of the proceedings of the 
convention there is no explanation of 
what is sought or intended in that 
plank, but there it stands, a straight- 
out demand for “recognition of the 
equities” of workers. Put it thus: 
“Recognition of the owned rights of 
labor.” Surely it betokens a changing 
view of labor toward the rights of a 
man in his job. It seems to carry along 
with the thought of limiting and shear- 
ing down the rights of management 
and finance. Whatever it means, it 
is there and it cannot be overlooked. 

Finally, there is the demand for a 
federal agency to gather and relate 
data and to,“provide standards for de- 
termining economic balance.” 

That seems to relate itself to the 
business of economic planning and to 
relate government to that business. 

Putting together President Green's 
dramatic and “fighting” call for “force: 
ful action” to bring about the shorter 
work-week and this long-range pro- 
gram, it seems clear that it is labor's 
purpose to fight with militant spirit in 
industry for an immediate remedy for 
unemployment and to battle in a leg: 
islative sense for measures which it be- 
lieves will constitute permanent reform. 

As to the “forceful action,” it 
should be recalled that this was not the 
only proposal for bringing about an 
immediate shortening of the work- 
week. It is labor's announced inten 
tion to seek legislation to limit the 
work-week of all government employes 
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IMPORTANT ISSUES 


Quotations as of Recent Date 


Bid Asked 
Alpha Port Cement Pfd. (7)...... 50 85 
American Book Co. (4)......... . 4 48 
Amer. Dist. Teleg, (4).......... 43 47 
Se eS ee 90 93 
Amer, Manufacturing ............ 9 15 
De. BER, GH) cccvcccsccccccces 45 55 
Sg eerry ee 7 10 
Baboock & Wilcox (2) .......... 24 27 
Bohack (H. ©.) Co, Ist Pfd. (7).. 80 93 
Bon Ami, B (9%).....-...--..-. 241, 2914 
Carmation O0. ..ccccssccesercccess vee) 10 
2 Ne ae Tere 82 86 
Congoleum Co. Pfd. (7)......--.. 98 101 
GiinebBeld Goal .......5-..002055 5 8 
I cheniesbcwesey es veetce 30 ce 
Colt Fire Arms (1) .............- 7 8, 
Crowell Publishing Co. (1)....... 17 20 
S| Re 16 oi 
Douglas Shoe Pfd. ..........-... 6 10 
Dixon (Jos.) Crucible ........... 30 
Dictaphone Corp, ..........-.--- 5% ™% 
ES eae eer 15 25 
Franklin Rwy. Sup........--..-- 10 om 
oe oo 8 ere 12 14 
Gt. A. & P. Tea Pfd. (7)....--.. 117% 119 





Bid Asked 
13 19 
1 4 
7 12 
712 16 
2% 8% 
36 41 
84 89 
73 80 
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to thirty hours and to seek similarly to 
shorten the work-time of all railroad 
workers. Thus this battle over hours 
is to proceed along two lines, legisla- 
tive and economic. If labor proceeds 
according to the Cincinnati program 
the first guns must soon be heard. 








Why Did Union Pacific Buy 
Into Pennsylvania? 
(Continued from page 333) 








standing feature in Pennsylvania's posi- 
tion. It is the only railroad in the 
United States that has gone straight 
on with such an operation during the 
period of depression. No other road, 
large or small, has even attempted it. 
Practically all other companies have 
curtailed sharply, even on ordinary 
maintenance work. It is true, as ofh- 
cially admitted, that Pennsylvania 
would have been compelled to stop 
after this work had been in progress 
for several years, if a loan of $27,500,- 
000 had not been obtained from the 
R. F. C. This amount was payable 
in five monthly installments from June 
1 to October 1 cf last year. 

It is officially stated that electrifica- 
tion for passenger trains will be com- 
pleted between New York, Philadelphia 
and Wilmington by February 1, 1933. 
The time required for completing the 
work to Washington will depend upon 
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future business conditions and ability 
to sell securities on reasonable terms. 

The four large railroad systems in 
Eastern Territory, Pennsylvania, New 
York Central, Baltimore & Ohio and 
Chesapeake & Ohio-Nickel Plate, have 
agreed upon the main features of a 
consolidation plan that would embrace 
all the important railroads in that area. 
It has been approved with some modi- 
fications by the I. C. C. But it is an 
open question whether any of the four 
systems will do much in the near future 
toward putting into effect any features 
of their respective plans. 

It would seem, however, that Penn- 
sylvania is in better shape in some re- 
spects to go ahead with consolidation 
than either of its two important and 
direct competitors here in the East, but 
even here, despite 1932 earnings and 
financial position, it would not be an 
easy process. 

It has not been definitely settled just 
what properties, control of which 
Pennsylvania acquired through Penn- 
road Corp., Pennsylvania Co. and 
Pennsylvania Railroad direct, the I. C. 
C. will allow to be retained through 
those various mediums. The status even 
of Pennroad Corp., is somewhat in 
doubt. In due time it is probable that 
Congress will enact legislation giving 
the I. C. C. supervisory and regulatory 
powers over railroad holding com- 
panies, the same as it now has over the 
steam railroads. Leaders in Congress 
and the I. C. C. also have made special 
targets of Pennroad and Alleghany in 


all that they have said and done regard. 
ing railroad holding companies. 

Pennsylvania Railroad’s management 
has been able to keep the company and 
its property in relatively good shape 
during the last three years. The lines 
of the System served the leading in. 
dustrial sections of the United States 
and receives locally and from connect- 
ing lines a large and widely diversified 
volume of freight, in anything like nor. 
mal times. As such times begin to de. 
velop again, Pennsylvania’s traffic and 
earnings should recover rapidly and 
the company and its securities get a 
long way back toward the command- 
ing position that they. held when times 
were good, and which they have been 
able to maintain measurably during the 
three years of depression. Under such 
conditions the stock of Pennsylvania, 
currently selling around 13, possesses 
attractive possibilities. 








How New Income Tax Laws 
Affect Investors 
(Continued from page 33'7) 








stocks or bonds which are not capital 
assets.” 


Definition of Stocks and Bonds 


Subsection (t) provides: 

“As used in Subsections (r) and 
(s), the term ‘stocks and bonds’ mean: 
(1) shares of stock in any corporation, 
or (2) rights to subscribe for or to 
receive such shares, or (3) bonds, de- 
bentures, notes, or certificates or other 
evidences of indebtedness, issued by 
any corporation (other than a govern: 
ment or political subdivision thereof), 
with interest coupons or in registered 
form, or (4) certificates of profit, or 
of interest in property or accumula 
tions, in any investment trust or similar 
organization holding or dealing in any 
of the instruments mentioned or de 
scribed in this subsection, regardless of 
whether or not such investment trust 
or similar organization constitutes @ 
corporation within the meaning of this 
Act.” 

From the above definition, it will be 
noted that United States bonds, For’ 
eign Government bonds, and State or 
municipal bonds are excluded from the 
definition of stocks and bonds, where’ 
ever the limitation is applied. Rights 
to subscribe are subject to the limita 
tion. Bonds, debentures, notes, etc. 
issued by a corporation with interest 
coupons or in registered form are sub 
ject to the limitation, but a note with 
out interest coupons and not in reg’ 
istered form would not be subject 
the limitation. 
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Frank G. Shattuck Co. 
(Continued from page 340) 








disbursements are being made at the 
rate of 50 cents annually and this on 
the basis of current prices for the 
stock—around $9 a share—affords a 
yield of about 5.6%. While it is im- 
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possible to say what the company ac- 
tually will do in the future in regard 
to this dividend, its position is certainly 
such that it could probably continue to 
make the disbursement indefinitely. 

In view of the many economies 
which the company has made, and tak- 
ing into consideration that it is cur- 
rently in a favorable position, the 
speculative possibilities in the common 
stock of the F. G. Shattuck Co. favor- 


ably impress us for the longer term. 


Foster Wheeler Corp. 


Recent Price 8 


INCE its formation in 1927, rep- 

resenting two old-established ma- 

chinery companies, Foster Wheeler 
has further rounded out its business. 
The company is now one of the largest 
units in the country, manufacturing 
power plant and oil refinery equip- 
ment. It is in a position to design, 
manufacture and install a complete 
boiler plant, including the boiler itself, 
water-cooled furnace, superheaters, 
economizers, air heaters, pulverized 
fuel equipment and all the other sub- 
sidiary apparatus which is part of a 
modern system. To the oil industry, it 
supplies complete distillation units. In 
addition, copper and brass tubing are 
manufactured. 

Prior to 1931, Foster Wheeler and 
its predecessor companies were gen- 
erally prosperous. The consolidated 
company’s earnings increased from 
$3.10 a commen share in 1928 to 
$6.05 a share in 1929, while in 1930, 
the first year of the current depression, 
there was a further increase to $6.34 
a common share. In the following 
year, however, public utilities and oil 
refineries began to take economy seri- 
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ously and Foster Wheeler closed the 
year with a deficit equivalent to $4.22 
a share. With the intensification of 
the depression, the loss last year was 
even more serious. 

While no balance sheet is available 
later than that published as of De- 
cember 31, 1931, when net working 
capital, including $2,276,000 in cash 
and marketable securities, amounted to 
about $4,600,000, it is presumed that 
the company’s financial position is still 
far from desperate. No dividends, of 
course, are being paid on the common 
stock, though disbursements are still be- 
ing maintained on the 17,518 shares of 
7% preferred stock. Fortunately, this 
is the senior capital obligation, there 
being no funded debt whatsoever. 
Junior to the preferred, the company 
has outstanding 227,744 shares of no- 
par common stock currently selling at 
$8 a share. 

This stock is speculative but possesses 
favorable prospects of sizable apprecia- 
tion in price. The company is in a 
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strategic position to benefit from the 
ultimate obsolescence of equipment 
which even now is wearing out. This 
particularly applies to oil refinery 
equipment where corrosion is especially 
hard on plant. It is also possible that 
Foster Wheeler will benefit materially 
from the wider use of air-conditioning 
systems. 


New York, New Haven 
& Hartford 


Recent Price 12 


HE present depression has brought 

the railroads of: the country, 

almost without exception, to dire 
straits. The New York, New Haven 
& Hartford Railroad Co. is not one 
of the exceptions. Like the majority, 
it suffers from a drastic contraction in 
the volume of traffic. Gross revenues 
for the first ten months of the past year 
were but little more than half those 
reported for the corresponding period 
of 1929, while net operating income, 
of course, makes an even worse show- 
ing. 

Yet, despite the undeniable fact that 
it has been hard hit, the New 
Haven’s position is less desperate than 
that of many of its contemporaries. In 


the first place, it occupies a strategic 
location, its main line running between 
New York and Boston. In the second 
place, the territory served by the New 
Haven is a unique combination of in. 
dustrial and pleasure ground through 
which the traffic, both passenger and 
freight, is more stable than for the 
country as a whole. Despite its many 
advantages, however, it now seems that 
the New Haven pursued its plans for 
financial rehabilitation somewhat over- 
ambitiously. A large amount of fixed. 
income-bearing obligations were retired 
in the course of 1930 and, although this 
retirement reduced charges, it left the 
road in a none too. strong financial 
position. As of October 31, 1932, cur. 
rent assets amounted to about $18, 
000,000 whereas current liabilities were 
about $26,000,000. 

While the New Haven has valuable 
assets which have not yet been capi- 
talized the market for new security 
issues in general is such that new 
financing is almost impossible. Espe- 
cially is this so, in the light of the 
road's current earnings. Fixed charges 
were not covered for 1932, though the 
estimated deficiency was a moderate 
one. Last year’s deficit will compare 
with earnings equivalent to $3.04 a 
common share in 1931, and with $7.33 
a common share in 1930. 

The present capitalization of the 
New York, New Haven & Hartford 
Railroad Co. consists of $49,036,700 
in 7% preferred stock of $100 par 
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value and $157,118,600 in common 
stock, also of $100 par value. Funded 
debt totals about $259,000,000. No 
dividends are currently being paid on 
either the common or preferred stocks. 
Disbursements, indeed, on these two 
issues appear quite remote. They will 
however, undoubtedly reflect market 
wise improvement in the general rail 
road situation and in the outlook for 
the New Haven in particular. As @ 
recognized speculation at the low price 
of 12 the common appears worthy 0 
attention. 
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(No. 1) 


Discusses every phase of the relationship between your 


You and Your Broker 


broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 2) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 3) How to Invest for Income and Profit 
Explains the fundamental! principles essential to profitable 
investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


(No. 4) How to Secure Continuous Security 
Profits in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

experts of THE MAGAZINE oF WALL STREET base their judg- 

ment in the selection of securities. 


Special Offer 


Complete Library of 


ag, 22 I ing. 
Entire 8 Books... a 


$10 


Individual Price of 


Each Book $92.95 


When Sets of 2 or 
‘lore Books Are 
Ordered. Each.. 








$1.50 





A Complete Financial Library 


Please send me books as listed above: Nos. 
books desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 





in 8 Volumes 


HESE are standard books published 

by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation—the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 


(No. 5) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independent. 
Shows how to budget your income; to save; the kind of 
insurance most profitable, etc. 


(No. 6) 


Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 7) 


Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 8) 


Presents the ten cardinal principles that govern successful 
trading. Expands on the various phases of speculation, illus- 
trating how a knowledge of fundamental conditions, statis- 
tics and market technique may be turned to profitable account. 


Studies in Stock Speculation 


The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. 
richly bound in dark blue flexible fabrikoid, lettered in 

\ gold, and will make a handsome addition to any library. ~ 


They are all. 
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[INVESTMENT 90 BROAD ST. } 
MAN AGEMENT NEW YORK, N.Y. 
SERVICE 


An open letter— 


To Investors Who Desire More Effective 


Administration of Their Investments 


It is our conviction that the present state of the economic cycle offers 
an excellent opportunity to revise an investment portfolio in antici- 
pation of the next period of business revival. It seems more than 
probable to us that 1932 will have marked the climactic phase of 
the depression and that 1933 will be a year of constructive develop- 
ments out of which permanent industrial revival may emanate. 


If you wish to operate your portfolio more safely and as a greater 
source of income and profit, now is the time to take the necessary 
steps. The Investment Management Service will provide you with 
thorough analyses and continuous watching of your holdings—as 
well as specific recommendations for your financial welfare. Our 
function will be to assist you in the prevention of losses and in 
benefiting through opportunities for profit by the scientific rotation 
of your funds. The service is distinctly of a professional nature— 
it will be built to your individual requirements. 


We should like to show you how this personalized counsel can be 
applied to your particular program and how you should profit 
through its use. Therefore we invite you to submit an outline of 
your holdings in order that we may study your situation and advise 
you accordingly. We will indicate the general policies which we 
will follow in counselling you as our client, quote you our fee, and 
offer any general suggestions we believe may assist you in the more 
effective accomplishment of your investment objectives. However, 
this preliminary analysis will involve no cost or obligation—and our 
knowledge of your financial affairs will be held in absolute confi- 
dence. 


INVESTMENT MANAGEMENT SERVICE 
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the MAGAZINE 
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